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to ACCOUNT for a 
HAPPY ENDING 
... every month! 
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7% Bec De 


Even at the end of the month, there is no peak load to 
keep this young lady working late*. The Trial Balance 
agrees with the General Ledger Accounts Receivable Control. 
Why? 

Because day after day as she posted every debit and every 
credit, this Underwood Sundstrand MODEL A Account- 


ing Machine automatically balanced each Customer's 
Statement and Ledger Account. 


And, it automatically proved the accuracy of each posting 
...the instant it was completed. 


With this low-cost Underwood Sundstrand machine, this 
operator posts the Customer’s Statement and Ledger 
Account and prepares the Daily Journal...all in the same 
operation. 


Also, with this machine, she posts the Accounts Payable 
and prepares her company’s Payroll... additional jobs 
whick are done quickly, with absolute accuracy. 


Adaptable to Your Business—Large or Small 


UNDERWOOD 


Underwood Sundstrand Accounting Machines are now 
a saving days and dollars for every kind of business. They're 
U nderwood Co rpo ration used for Accounts Receivable, Accounts Payable, Payroll 
Records, Stock Records, Sales Analysis Records... and many 

Accounting Machines... Adding Machines... then applications. 


I'ypewriters...Carbon Paper...Ribbons 
You'll find an Underwood Sundstrand model to meet 


your individual requirements. Call your local Underwood 
office for full details. Or send for illustrated folder today! 


One Park Avenue New York 16, N. Y. 
Underwood Limited, 135 Victoria St., Toronto 1, Canada 


Sales and Service Everywhere 





TRAINING 
YOU CAN 


WITH Sw, ff 


@ When you are asked to recommend an accounting course, the educational background 
of the International Accountants Society, Inc., will give you complete confidence. The 
five men composing our Executive Educational Committee are responsible for [AS 
educational policies and activities. The sixteen Certified Public Accountants composing 
the IAS Faculty prepare text material, give consultation service, or grade exami- 
nation papers. Some give full time, other part time, to LAS work. Our Advisory Board 
consists of forty outstanding Certified Public Accountants, business executives, attor- 
neys, and educators, who counsel with the [AS Management, on request. about tech- 
nical accounting, educational, and business matters. 

The uniformly high caliber of these men is eloquent testimony to the quality of 
IAS training. 








EXECUTIVE EDUCATIONAL COMMITTEE 


GEORGE P. ELLIS Practicing Certified Public Accountant; Member of Faculty ternat i Accountants Socie Inc.; Former Pres: 
C.P.A. dent, IUlimois Chamber of Commerce; Former President, America of Certified Public Accountants; Former 
President, Executives Club of Chicago. 
THOMAS W. LELAND Head, Department of Business and Accounting, Tex 4 d M. College; Past President, American Actountins 
B.A., M.A., C.P.A. Assoctation; Former Educational Director, « tcan Institute of Accountants; Past President, Texas Society of 
C.P.A.'s; Editor of “Contemporary Accou 2 
DEXTER S. KIMBALL Chairman, Board of Directors, International Accountants Society, Inc.; Dean Emeritus, Colleze of Eneineerinz. 
M.E., LL.D., D.Sc. Cornell University; Former President, American Society of Mechanical Engineers;\uuthor of ‘Cost Finding, 
Industrial Economics,” and other texthooks. 
LEE GALLOWAY Vice-Chairman, Board of Directors, International Accountants Society, 1 Former Chairman, Board of Direc 
B.Sc., Ph. D. tors, The Ronald Press Company; Former Director, Department of Management, New York University; author of 
Office Management’ and other textbooks. 
STEPHEN GILMAN Educational Director, International Accountants Society, Inc.: author of “ Accounting Concepts of Profit,’ ‘Anal 
B.Sc., CPA. yzing Financial Statements,” ‘Principles of Accounting, What the Figures Mean,’ and numerous technica 
articles on accounting and allied subjects. 


FACULTY 


Stanley E. Beatty, C.P.A. C. W. Emshoff, C.P.A. James W. Love, C.P.A. G. E. Taylor, C.P.A 

Robert Dick, C.P.A. Stephen Gilman, C.P.A. Paul H. Moore, C.P.A J. G. Terry, C.P.A. 

Roy E. Duvall, C.P.A. Robert H. Gregory, C.P.A Frank H. Murray, C.P.A. Harry H. Westphain, C.P.A 
George P. Ellis, C.P.A. C. E. Hoglund, C.P.A Kenneth E. Oakley, C.P.A Earl R. White, C.P.A. 














{dditional information about this training will be sent to you in booklet form, on request 
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INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Concspondence School Since 1903 
209 WEST JACKSON BOULEVARD 


CHICAGO 6, ILLINOIS 





WALTER MITCHELL, JR., Editor 


PauL Haase, Managing Editor 


Books of Lasting | 3A Wg {LLL ISA Lotte |. sun stn me 
Help in Making | : | 
Financial Decisions 


DEPRECIATION 


By Eugene L. Grant, Paul T. Norton. Just Cc : N b 1949 
published—a searching, timely analysis of ontents or ovem er, 

all aspects of depreciation, including vital 

Federal income tax considerations. Examines pros 

and cons of various methods of calculating depre- FEATURES 

ciation and makes concrete proposals for improv- Page 
ing present practice — based on today's business 

requirements, the public interest, and aims of the i sae = . oo. : aa . = 

accounting g@rofesioa Covers cocpucat® taxition: The Importance of Dev eloping Distribution Costs By Warren G. Bailey 50s 
selecting, revising depreciation rates; problems of 

price-level changes; function of depreciation as a 

guide to business decisions. Illustrated by examples 7, E = as yee - 
from many industries. Includes Tax Court Deci- Taft-Hartley Is Still the Law! . ve . wiole ais - ; ae R S13 
sions—Declining Balance Tables. 25 Charts and 


Diagrams. 472 Pages. $5.00 


Financial Handbook 


By Jules I. Bogen, Editor; Board of 68 Assisting Monetary vs. Economic Values ae By Dundas Peacock 
Editors. A treasury of tested facts, methods, 

suggestions, on every phase of finance and 

financial operations. Tells how to anticipate busi- Capacity Can Be Deceptive—Part Il...... By John-Frederic Lohman 
ness fluctuations, interpret finance statistics, con- q ie , ‘ 
duct business transactions. 27 big Sections cover: 

Security Analysis; Corporate Stock; Bond Financ- . sey : > f . % " 

ing: Money, Credit and Banking; Interest Rates;  Controllership in Competitive Economy Stressed at 18th Annual National 
Trusts and Agencies; Reorganization; International 2 . 

Banking; Intercorporate Relations; Pension and Meeting. 

Profit Sharing Plans—dozens of related subjects. 

Completely up-to-date, Handbook provides quick 

detailed information on practical financial manage- 

ment — brings year-round help where operations 

call for careful planning, meeting changing condi- 

tions. 139 illus. 3rd Ed 1289 Pages. $7.50 DEPARTMENTS 


ANNUAL REPORTS Correspondence ... : ' : ate : .. 504 
to Stockholders 


By N. Loyall McLaren, C.P.A. Meets an im- 

portant need of comptrollers, bankers and 

auditors today. A constantly valuable guide Scanning the Scene...... ‘ : : By Paul Haase 
to accepted reporting standards, and a challenge : 

to improved procedures. Equally valuable to those 

who depend upon stockholders’ reports as an index Paging the New Books 

to conditions in a business. Offers specific help in 

interpreting meanings and implications behind ** Advanced Accountine™’ 
facts and figures. The author critically analyzes ee o.. 
each component of annual reports to exemplify Intermediate Accounting 

features of form, arrangement and text—basing 

his study on 64 Aad aa ei stockholders’ re- 

ports. Winner annual AIA award for “the most 1 . 

important book published on an accounting sub- Personal Notes about Controllers 


ject. 364 Pages. $5.00 











What Research Can Do for Controllers. . . By Fladger F. Tannery 


Current Comment. . . ; .. By Walter Mitchell, Jr. 506 


Reviewed by Oswald Nielsen 


Positions 


Mery Examination Offer 


THE RONALD PRESS COMPANY ! ara, 
15 E. 26th St., New York 10, N. Y. I MarJjoriE R. Lyons, Assistant Editor CHESTER A. BREWER, Circulation Manager 


SEND the book(s) checked below. In 5 

days | will remit amount shown or return 

book(s) without further obligation. 
DEPRECIATION, Grant-Norton $5.00 


THE CONTROLLER. Published monthly by the Controllers Institute of America. Publi- 

I 
FINANCIAL HANDBOOK, Bogen 7.50 | 

I 

I 


cation office, American Building, Brattleboro, Vt. Editorial offices, One East Forty-second 
Street, New York 17, N. Y. Entered as second class matter at the postoffice, Brattleboro, 
Vermont, September 1, 1937, under the act of March 3, 1879. Subscription $5.00 a year. 
Single copies, 50 cents each. Advertising rate card upon application. The editor will be 
pleased to review manuscripts submitted for publication, but will not be responsible for 
loss in transit or otherwise. The views expressed in the various articles are those of the 
authors, not necessarily those of the Controllers Institute of America. 


) ANNUAL REPORTS, McLaren 5.00 
Name 

Address 

Copyright, 1949, Controllers Institute of America. Printed in U. S. A. 


City 
M-107 9 Votume XVII, No. 11 NOVEMBER, 1949 


State 
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Put MICROFILMING to work 
for you! 


—— 


“BURROUGHS HAS (7/ 


Modern, precision-built equipment that makes microfilm a 
more useful, more versatile business tool. Burroughs micro- 
filming is the answer to faster, more efficient reproduction of 
all kinds of documents for current use and for storage. 


BURROUGHS HAS (T/ 


Complete familiarity with office and accounting procedures 
... experienced counsel in helping business integrate micro- 
~ filming into its systems to save time, space and money. 


— 
_ BURROUGHS HAS (T/ 


A nationwide chain of conveniently-located processing 
centers where exposed microfilm is quickiy developed and 
returned for immediate use . . . a nationwide mechanical 
service organization to insure lasting microfilming satis- 
faction through efficient maintenance of equipment. 





See for yourself how Burroughs microfilming equipment can 
save time, money and effort in your business. Give your 
local Burroughs man a call, or write— 


The Important Names in Microfilm 
Precision-built microfilm equipment, 
developed and manufactured by Bell 
& Howell is distributed and serviced 


exclusively by Burroughs BURROUGHS ADDING MACHINE COMPANY, DETROIT 32, MICHIGAN 


4 =. 
WHEREVER THERE’S BUSINESS THERE'S Burroughs 3 





ON SUGGESTION SYSTEMS 
Editors, THE CONTROLLER: 

I have read with interest the article ap- 
pearing in the August issue of THE CON- 
TROLLER concerning suggestion systems. 

Do you have further information about 
this subject ? 

M. EpWIN BARRETT 
Barrett and Griesemer 
Alexandria, Va. 


about the subject can be 
National Asso- 
South 


Full information 
obtained by writing to the 
ciation of Suggestion Systems, 122 
Michigan Avenue, Chicago 3. 


—The Editors 


BOOK OF LEGAL FORMS 
Editors, THE CONTROLLER: 

We have been looking for some time 
for a book that contains all types of legal 
forms, and it has occurred to us, while 
reading ‘Paging the New Books” in THE 
CONTROLLER, that your Department may 
be able to help us out on this. 

We often have occasion to write up 
various types of contracts and would like 
to have a reference book that would be 
of assistance to us in this direction. 

Your kind consideration will be very 
much appreciated. 


COR: 
follow- 


Forms of 


We have been able to obtain the 


ing information: “Annotated 
Agreement,” Saul Gordon (Prentice-Hall); 
“Business Lau ( Bergh 
(Ronald Press); “On Contracts,” Wiltiston 
(Baker, Voorhis Company) 


ynyngton and 


—The Editors 


CONTROLLER COMBINATIONS 
Editors, THE 
The other day I had occasion to check 
some names in one of the standard refer- 
ence books and came across some odd 
title combinations, such as: 


CONTROLLER: 


Mr. Gardner is Executive Vice Presi- 
dent, Secretary, Treasurer, and Comp- 
troller of Kaufman Straus Compan) 
Inc 

Mr. Smessaert is Executive Vice Presi 
dent (mfg), Secretary, Treasurer, 


THE CONTROLLER 


and Comptroller of Walter H. John- 
son Candy Company. 

Mr. Benzinger is Secretary, Treasurer, 
Comptroller, and Purchasing Agent 
for Kentucky Rock Asphalt Com- 
pany. 

Mr. Newberry is Secretary, Treasurer, 
Comptroller, and Sales Manager of 
LaCrosse Cooler Company. 


Another man was Chairman, President, 
and Comptroller of his company. 

The combinations of treasurer and 
comptroller, comptroller and purchasing 
agent were found several times. 

There may be many reasons for such 
ludicrous combinations—though we may 
be certain that the board of directors or 
others awarding such combinations did 
not realize it. It would seem that the 
only logical combination for a controller 
would be as a vice president or as secre- 
tary. Certainly he must have a difficult 
time of it when he has to call himself 
down for a transgression as a treasurer, 
purc hasing agent, or production manager. 
And as controller what will he do if he 
finds out that as purchasing agent he re- 
ceived something privately from the sup- 
plier, or will the psychologists explain 
that as a schizo? 


I doubt that anything can be done to 


prevent such title combinations. 
J.HLS. 


“REMARKABLE CHART” 
Editors, THE CONTROLLER: 

Your publication of “A Remarkable 
Chart” in the April issue of THE Con- 
TROLLER was cut out and placed under 
the glass top of my desk. 

Many visitors and friends who have 
seen it have remarked that it is very in- 
teresting and would like a copy for them- 
selves. 

Any consideration extended to furnish 
me with several copies of the chart will 
be appreciated. 

M. J. MALISON 
Empire Livestock Marketing 
Cooperative, Inc. 


Ithaca, N. Y. 
We regret we have only two tear sheets 


the chart to send. 
The Editors 
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CHANGING REPORTS 


Editors, THE CONTROLLER: 

In the December 1947 issue of THE 
CONTROLLER you = my article 
advocating the combining of the With- 
holding and Social Security Reports. 

I note with pleasure the following in- 
formation from Business Week in their 
issue of August 13, 1949: 


"Tax paperwork in the deductions you 
have to make from your employes’ pay- 
checks is going to be simplified next year. 

“Now you fill out two forms at the end 
of every quarter: one for income tax with- 
holding, one for Social Security. And you 
have to send along a separate check with 
each. 

“After January 1 the Bureau of Internal 
Revenue is going to combine the two forms 


into a single return—requiring just one 
che ck. 

“The plan was first tried out in the Bal- 
timore district. It worked fine. So BIR de- 
cided to extend it to the rest of the country.” 


Apparently publication of this article 
had some basis for the change in the 
government procedures and I thought it 
might be worthy of comment in one of 
your future issues. 

EDWARD J. GESICK 

Treasurer 

Mills Industries, Incorporated 
Chicago 


CONGRESS COMPLIMENTS 


Editors, THE CONTROLLER: 

I regarded Professor Swanson’s article 
which was published in THE CONTROL- 
LER (March 1949) as one of the best 
which has come to my attention recently. 
I feel that it deserves wide circulation, 
and am glad indeed to be able to assist 
in bringing it to the attention of the pub- 
lic. 

James C. Davis 

House of Representatives 
Congress of the United States 
Washington, D. C. 


The Honorable James C. Davis, Repre- 
sentative from Fifth District, Georgia, read 
Dr. Swanson’s article, "Changing Relation: 
of Business to Government,” into the Con- 
gressional Record. 


—The Editors 


BREAK-EVEN POINTS 


Editors, THE CONTROLLER: 

Twenty-one publications of interest to 
business executives pass across my desk. 
During the past ninety days each of these 
periodicals, including yours [“The Value 
of Break-Even Points to Controllers,” THE 
CONTROLLER for May}, has devoted space 
to break-even points. Manifestly, this man- 





agement tool is important. Today's price 
cuts and certain static costs make it in- 
creasingly important. Hence, the following 
should prove of interest to your readers. 

Break-even points are most accurately 
determined through the development and 
use of standards and budgetary allowances. 
Yet how many manufacturing concerns use 
budgets to reduce costs and control break- 
even points ? 

A survey made in 1938 among manufac- 
turers in the states of Illinois, Wisconsin, 
Iowa, Indiana, Michigan, and Ohio was 
repeated during the first quarter of 1949. 
Note the comparison with the following 
question. 

Do you operate a complete budgetary 
plan? If not, what phases of your opera- 
tions do you control through budgetary 
practice? 

1938 1949 
Complete Budgetary 

System 
Manufacturing Expense 
Manufacturing and Sales 

Expense 
Sales Expense only 
Sales Volume and Produc- 

tion 
Purchases 
Principal Items : 
Cash Requirements Zu, 
As Required : 
No Budgets of any kind 30.2 


13.8% 19.1% 
15.1 24.7 


/ 


100.0% 100.0% 


Total 


Progress? Yes. But insufficient over a 
decade. 

A sound variable budget, one which 
throbs to the pulse of the business, is a 
statement of company policies in terms of 
future profits. 

Why then do we not find wider accept- 
ance of so sound a principle? 

Could it be that management prefers ex- 
pediency to planned policies? May not 
such /Jaissez faire practices hasten irksome 
governmental planning ? 

BeNepict M. SAYRI 
Executive Partner 
Benedict M. Sayre & Co. 
Chicago 


ADDRESS FOR RECORDS COUNCIL 
Editors, THE CONTROLLER: 

Will you please send me the address of 
the National Records Management Coun- 
cil mentioned in the May issue ? 

G. D. LecKIE 

British Columbia Electric 
Railway Company, Limited 
Vancouver, B.C. 


National Records 


mentioned in "Scan 


The address of the 
Management Council 
ning the Scene’ in our May issue, is 45 
Astor Place. New York 3, N. Y. 

—The Editors 





Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 


for inclusion on this page. 


The Editors 





BOOK RATES 
Editors, THE CONTROLLER: 


I read a review of ‘Techniques of Sys- 
tems and Procedures” by H. John Ross in 
the May issue. No address other than 
New York City was given for the Office 
Research Institute. Would you be so kind 
as to forward the enclosed order to them. 


WALTER P. LOSSING 
Richmond 


We are happy to forward your order for 
“Techniques of Systems and Procedures” to 
the publishers, Office Research Institute, at 
60 E. 42nd Street, New York 17. 

The Editors 


Editors, THE CONTROLLER: 


Regarding an article which appeared on 
Page 248 in the May issue of THE Con- 
TROLLER, in connection with the review 
of “Techniques of Systems and Proce- 
dures,” I would like to obtain the address 
of the Office Research Institute. I shall 
appreciate it very much if you will send 
me this information. 


W. C. Kipp 

Accounting Manager 

S. C. Johnson & Son, Inc. 
Racine, Wisc. 


The address of the O fice Research Insti- 
whick published the book, "Tech- 
of Systems and Procedures,’ is 60 
New York 17. 

The Editors 


tule, 
niques 
East 42nd Street 


Editors, THE CONTROLLER: 


In your March issue of THE CONTROL 
LER you listed in the ‘Paging the New 
Books” section a book on the federal in- 
come tax by Joyce Stanley and Richard 
Kilcullen. Would you please send me an 
address whereby I could reach them ? 


F. T. HOLLMAN 
Chicago, Ill. 

The book by Stanley and Kilcullen, "The 
Federal Income Tax.”’ is published by The 
Tax Club Press, 233 Broadway, New York 
7,IN: ¥. 


THE CONTROLLER 


Editors, THE CONTROLLER: 

Will you please tell me where I can 
purchase a copy of the pamphlet released 
by Joseph S. Covell entitled ‘"A Procedure 
for Procedures” reviewed in the July issue 
of THE CONTROLLER? 

J. H. SCHWARTEN 
Treasurer 

Butler Brothers 
Chicago 


Your inquiry has been forwarded to Mr. 
Covell at the Inquirer Building in Philadel- 
phia. 


The Editors 


“JUST OUR POLICY!” 
Editors, THE CONTROLLER: 

Your cartoon on page 260 of the June 
issue of THE CONTROLLER undoubtedly 
attracted a lot of attention and favorable 
comment. In case the following escaped 
you, let me report that in his column, “Plus 
& Minus,” on the financial page of the 
New York World-Telegram, William 
Bloeth made the following comment: 

“Making it all very official one unit of 
the Controllers Institute has adopted a fine 
official slogan: ‘There’s no reason for it— 
it’s just our policy!” 


W.T.R. 


IN PRAISE OF PHILOSOPHY 
Editors, THE CONTROLLER: 

Congratulations to Mr. W. I. McNeill 
for his article, “Do You Have an Ac- 
counting Philosophy ?”’, in the April is- 
sue. 

“Accounting is a systematic record of 
business facts,”’ to quote my first account- 
ing professor. But why, oh, why did we 
permit the bankers to foist upon us “the 
lower of cost or market”’ ? 

I say there is more room at the bottom 
of the statements (for foot-note interpre- 
tation) than within the state- 
ments. 

GEORGE R. ONODY 

Controller 

Naumkeag Steam Cotton Company 
Salem, Mass. 


there is 


PROFIT-SHARING PLANS 


Editors, THE CONTROLLER: 

Have you any information oa the sub- 
ject of Profit-Sharing ? 

E.G, 
The best available current information on 
»fit-sharing is a manual describing 84 
plans, recently released by the 
of Profit-Sharing Industries, 1600 
Road, Columbus, O. Dr. R. S. 
Executive Secretary of the 


existing 
Council 
Roxbury 
Hartman 
Council. 


The Editors 
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Controllers Are Too Modest 


We are confronted with a growing mass of evidence that 
controllers on the average and as a group are too modest 
about their accomplishments and their value to their own 
corporations and to American business as a whole. 

What is this evidence? First is the growing number of 
members who have become presidents of their companies 
and have been successful in that function. A controller has 
the necessary training to comprehend the broad prospective 
and discard the detail, or he couldn’t have achieved a con- 
troller's job. He has been the nerve center of his company, 
required by his daily work to deal with the figures from all 
other departments. By contrast, as sales or production ex- 
ecutive, preparing himself for the top job, he must make 
a special overtime effort to become acquainted with prob- 
lems outside his normal sphere. 

Another evidence of the value of controllers comes to 
us in the form of calls for help from government depart- 
ments and bureaus on problems related to our field of 
action—help to the Air Force in installing controllership; 
help to the Army in finding a Deputy Controller; help for 
the Bureau of the Budget and the Controller General in 
establishing property accounting methods for the federal 
government. 

Again all sorts of little developments bring to our at- 
tention that the controller's prestige is growing within his 
company. More often controllers are being asked, for ex- 
ample, to serve as members of collective bargaining teams 
because of top management's conviction that the controller 
is the man who can most quickly and accurately project the 
cost of various union proposals. The development of 
budgets seems more often to fall within the jurisdiction of 
the controller now than formerly. More controllers are be- 
ing made directors of their companies, or asked to sit with 
the board in its deliberations. 

Most recent bit of evidence is the surprising response to 
a booklet announcing the employment service of the Con- 
trollers Institute. Naturally, such an announcement might 
be expected to yield a flood of letters from members of the 
Institute who were unhappy in their jobs—or out of jobs; 
instead, only two or three were received. Yet within the 
first week after the issue of the booklet describing that serv- 
ice six important controllership jobs were offered by em- 
ployers. Such a response to that announcement clearly indi- 
cates that the controller's job is a solid and established part 
of management, and that the Controllers Institute has at- 
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tained a measurable degree of moment as a center of in- 
formation on the subject. 

All that sounds like a good record—but it still remains 
a fact that many controllers are not naturally salesmen. So 
many controllers have grown up through the ranks in their 
own companies that they are totally unequipped to look for 
a new job. Searching for a new position on an executive 
level is a major problem in salesmanship, and too fre- 
quently controllers fail to realize this. It's the controller 
who more often appears to be at sea when searching for a 
job than his counterpart in the sales or production end of 
business. 

Isn't it also likely that he is a little less of a salesman 
of himself in his own company? Perhaps more controllers 
would become presidents of their companies if they were 
as good at salesmanship as they are at their own functions. 
But that is not the only use of salesmanship. The control- 
ler—especially in a large company with decentralized man- 
agement or divisional managers and controllers—has to 
operate fully as much by selling his ideas as by issuing 
orders. 

In short, there is good reason why a controller should 
be less modest, and should learn salesmanship—it will im- 
prove the effectiveness of his work as a controller 


Cheers for Another Economy 


A recent press release from the Bureau of Internal Rev- 
enue tells of the plan which combines form W’-1 and form 
SS-1a so that employers may handle in one motion the With- 
holding Tax and taxes due under the Federal Insurance 
Contributions Act. 

Commissioner Schoeneman is to be congratulated and de- 
serves the commendation of business. The Treasury's esti- 
mate of a one million dollar saving in their costs for clerical 
handling and interest is only the small end of the story. The 
savings to business can very substantially exceed that amount, 
according to members of the Institute who were consulted 
after this release was received. 

Also, it seems proper enough for this Institute—and some 
of its members who have studied the problem—to claim 
part of the credit for this change. Specifically we should cite 
the article by Edward J. Gesick, “Why Not Use the W-2 
Forms for Reporting to Social Security and Unemployment 
Boards?”, in the December 1947 issue of THE CONTROL- 
LER, also a letter from Mr. Gesick in the January 1948 issue, 
bringing the argument up to date. 


Marketing by Force 


It begins to dawn upon us that practically all government 
moves to support farm prices, control rents, etc., are in the 
direction of “forcing people to produce or sell things whic! 
are not wanted at a free competitive price.” 

Bradford Smith, well known economist for the U.S. Steel 
Corporation, describing this tendency, says it could lead us 
to a “‘deflationless depression which could last practically 
forever.” 

—WéALTER MITCHELL, JR. 
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DON’T PUT THE WHOLE BLAME on young drivers. “Care- 
lessness” is a community responsibility . .. to be met at a 
community level where good driving instruction gets its 
start. If we are to reduce the large number killed and in- 
jured annually in road accidents, it is a civic duty to see that 
our young people everywhere are grounded in safe driving 
fundamentals — through a positive, workable, community 
driving program, especially in high schools. 


TO BETTER YOUR COMMUNITY... 


To make it a safer place—American Surety Group is cooper- 
ating with its agents throughout the country in their partic- 
ipation in local drivers’ safety programs. These men can 
suggest ways for bettering existing programs (in local high 
schools), or can offer valuable help in setting up one. 

Call our nearest agent* today! He can help you to lessen 
traffic accidents—an important contribution toward greater 
safety for your family—your community—your country. 


* Or a word from you to our Agency & Production Depart- 
ment, American Surety Group, and we'll have him call. 


AMERICAN SURETY GROUP 


AMERICAN SURETY COMPANY 
NEW YORK CASUALTY COMPANY 
SURETY FIRE INSURANCE COMPANY 
“Dependable as America” 


100 Broadway, New York 5, N. Y. 
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"Smart management here — 


this new 


machine will 


save time for 


everybody !" 


NATIONAL MECHANIZED ACCOUNTING SAVES MONEY BECAUSE IT SAVES TIME 








Ne National Window Posting Machine saves money for 


vervbody. Serves customers faster. Simplifies the operator’s 
work. Eliminates all back-office posting. 

There’s a National for every accounting need. The time and 
money they save quickly repays their purchase price — and 
then continues as lower operating costs. 

Smart management knows that a capital investment to 
reduce expense is just as important as one to increase business. 
Let your local National representative —a systems analyst 
show you how much vou can save. No cost or obligation. 


*Get this FREE 
20-page booklet. Ask 
your local National 
representative, or 
write to The 
National Cash 
Register Company, 
Dayton 9, Ohio. 


Olalional 


ACCOUNTING MACHINES 
CASH REGISTERS * ADDING MACHINES 
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THE IMPORTANCE OF DEVELOPING 
Costs 


Distribution 


By Warren G. Bailey 


HE DAYS are here when costs count. We 

have talked much on the subject of dis- 
tribution costs—we have done little, in 
most industries. We have discovered, and 
we pretty well understand, the principles 
of distribution cost accounting. Techniques 
for use in this field are available, but their 
application lags. 

The importance of distribution costs 1s 
emphasized when we take a look at pres- 
ent economic conditions and the situation 
many businesses are facing in the transi- 
tion from the war period to the present 
definitely competitive situation. All manu- 
facturing and business costs are high. Add 
to this excessively high distribution costs, 
and we have great dithculty in maintaining 
prices which provide the profits we need. 

Consider also the fact that sales manage- 
ments and salesmen are not too well 
adapted to competitive markets and to the 
need for effective selling techniques to 
get the orders we need today. Too long 
were we permitted to enjoy the luxury of 
receiving orders and building backlogs 
without directed sales effort. The field of 
distribution cost accounting is one to 
which we can well apply our thinking and 
from which we should derive some help 
in our present problems. 

There are some real handicaps in de- 
veloping distribution costs. First, the en- 
tire economic situation has become com- 
plicated with high cost transportation and 
with filled up “pipe lines” of products, 
when some thought production was the 
problem. 

The sudden realization of the fact that 
“competition was again the life of trade” 
and that those who could get orders under 
these circumstances were the ones who 
would continue in business has been 
startling indeed. Cessation of demand, 
hesitancy in the spending of money, the 
desire to buy the best, the effort to select 
from the market at the lowest price—an 
economic condition like this is new to 
many managements. At least they are out 
of practice because of the prosperous days 
of the war era. 

There's another handicap which affects 
the situation somewhat. The political doc- 
trines, price control, the effort to main 
tain and help support high costs in wages 
and materials, the regulation of industry 


with fair practice statutes and with the 
Clayton Act, the effort to ‘buck’ 
and throw handicaps in the way of busi- 
ness Management to get votes, the so- 
called effort to maintain — purchasing 
power, the support for rent controls, the 
limited or voluntary rationing of materials 
all these social regulatory measures, and 
the effort to bring back confusion in labor 
legislation, create problems in the man- 
agement of business which tend to slow 
down action and to provide barriers some 
managements feel cannot be overcome. 
The psychology of management, the 
thinking of sales managers, the attitude of 
sales organizations, all tend to decry the 
value of accurate and up-to-the-minute 
distribution cost data. Many do not want 
to reduce costs. Some do not relish dis- 
tribution cost information. They are not 
too interested in detailed figures of their 
errors, their miscalculations in sales plan- 
ning, in markets and in quotas, or the extra 
effort applied to unprofitable products 
and in unprofitable areas. The whole atti- 
tude of sales management in some indus 
tries, in some businesses seems to discour- 


business 


age developing costs of distribution. 

The question may be 
whether or not detailed costs of distribu- 
tion are really needed. Certainly they are 
not needed if they are not used. Neverthe- 
less, the days are here when effective sales 


raised as to 


They are essential to 
good sales management 


managements should be doing a real job 
with good results and low costs. They 
should have the benefits of accurate dis- 
tribution cost accounting. 

There has been a very rapid develop- 
ment in cost accounting and cost techniques 
in manufacturing and production. My 
own knowledge of this development dates 
from 1910 when I was an accountant for 
the old Oliver Plow Works at South 
Bend, Indiana. 


In the whole cost accounting field there 
is no question but that there ts available 
today, for every management that wants it, 
methods to obtain reasonably accurate cost 
data for all manufacturing operations, for 
materials, for labor, for operating ex- 
penses, applied on a logical and more or 
less scientific basis to the products manu- 
factured. There are still undeveloped areas 
in the field of manufacturing cost account- 
ing. There are many companies which are 
not doing a good production cost account- 
ing job. But the whole field of cost ac- 
counting has been studied and analyzed, 
all essential tools are available. 

There has been some development of 
distribution cost accounting, but it has 
been limited. A few industries, like the 
rubber manufacturers’ industry, have given 
definite attention to distribution account- 


WARREN G. BAILEY since 1943 has been a partner of 
A. T. Kearney & Company, management engineers, Chi- 
cago. Prior to this connection he served as Controller of 
Fruehauf Trailer Company, Detroit, and as President of 
O’Cedar Corporation, Chicago. Co-author of “Accounting 
Procedures for Public Utilities,’ Mr. Bailey, who delivered 
the paper here presented before the Milwaukee Control of 
the Controllers Institute of America, previously appeared 
in the pages of THE CONTROLLER with an article entitled 
“The Controller: His Authority” in February 1946. 
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ing. The principles are known, the tech- 
niques developed in the manufacturing 
field are available for application and 
adaptation to distribution cost fields. There 
has been a lack of recognition of the fact 
that distribution costs can be obtained just 
about as readily as production costs. 

My paper here is an effort to emphasize 
the fact that distribution costs can be had 
on an effective, reasonably accurate, and 


reasonably economical basis. 


Tr distribution cost problem differs 
with different types of business. The inde- 
pendent retail store, the chain store, the 
department store, the jobber, the proces- 
sor, the mail order house, the industrial 
business, all illustrate what I mean. 

Retail stores, engaged entirely in dis- 
tribution directly to the consumer, con 
stitute a problem of their own. All their 
accounting may be said to operate within 
the field of distribution accounting. 

The independent storekeeper, owning 
and managing his own store, has a some- 
what different problem from the chain 
store and the department store. The inde- 
pendent dealer personally sees and handles 
his stock, personally knows and supervises 
his help, personally knows his customers, 
personally determines the quality of serv- 
ice and knows very intimately the methods 
of receiving, of passing invoices, of book- 
keeping. To him the advantage of detailed 
cost accounting is less important than the 
other vital general management factors in 
the business. For him a simple set of books 
and simple statements serve the purpose. 

The chain store presents other problems. 
General management is remote. A local 
store does little if any accounting except 
for inventories and for cash, sometimes 
for payrolls; reports are made to the 
branch or district office and from there to 
the point at which the general books are 
located. 

But even here the chain store has dis- 
tribution cost problems as contrasted to 
administration. The whole effort 
tribution, but the warehousing, the central 
administration, the classification of  ac- 
counts, the method of compiling cost data, 
the detail with which information is made 
available, all provide problems different 
from those of the independent dealer 

The department store with its operating, 
administrative, purchasing, merchandising, 
and departrhental accounting provides an- 
other problem, permitting a still further 
development of the whole accounting situ- 
ation in the distribution field. 

Jobbers and wholesalers provide still 
other problems with certain direct costs 
and business 
costs, sometimes processing costs, all ele- 
ments which must be taken into account 
in the development of accounting and dis- 


IS dis- 


warehouse costs, general 


tribution data for this type of business 
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The mail order house with its catalogs, 
catalog offices, its warehouses, its mer- 
chandising, its shipping and deliveries, 
and its administration presents a_ still 
more comprehensive organization, requir- 
ing highly developed accounting and cost 
accounting techniques. 

Then there is the manufacturing or- 
ganization in which distribution is only 
one phase of the business. All the tech- 
niques of selling and distributing and 
their related costs, of producing and manu- 
facturing and their related costs, of ad- 
ministration and their related costs repre- 
sent a distinctive cost accounting field. 

I thought it would be pertinent to con- 
sider briefly, as we have, these several 
types of businesses to give a background 
for some of the facts relating to distribu- 
tion cost accounting. 

A primary factor in any effort to set 


BOOKLETS AVAILABLE 

Four special booklets contain- 
ing papers and addresses pre- 
sented at the 18th Annual Meet- 
ing of the Controllers Institute are 
being published and will be sent 
to all members. Titles in the series 
are: 


“Controllership in a Competitive 
Economy” 
“Economic and Tax Developments 
of Significance to Controllers” 
“Today's Trends in Industrial 
Relations” 
“Current Aspects of Controller- 
ship” 


up distribution accounting and costs re- 
lates to the products sold. It is essential 
that distribution accounting and costs shall 
provide information relative to cost of 
distributing the various classes of mer- 


chandise—the regular products, the un- 
usual products—the extent to which ad- 
vertising, sales promotion, demonstration 
and other charges apply to the respective 
products. There is enough difference in 
the handling of products to make the clas- 
sification of products themselves funda- 
mental. 

Let's think of some types of products 
like home supplies, foods, furniture, ap- 
pliances, clothing, glassware, jewelry, ma- 
chinery, truck trailers. If you will scan 
this list you will readily see that these 
items belong to classifications for which, 
generally speaking, the problem of dis- 
tribution is different. 
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Home supplies, for instance, will us- 
ually be sold through general stores, hard- 
ware stores, and, to a limited extent, gro- 
cery stores. They may be distributed per- 
haps through jobbers or directly through 
retail outlets. 

Foods have their own peculiar type 
of distribution, depending upon whether 
they are fresh foods and provisions, 
whether they are canned goods, or 
whether they are meats. The problem of 
distribution, the cost of distribution, the 
accounting, all have special significance. 

Furniture is sold through special out- 
lets, through furniture stores, through 
jobbers, or directly to dealers and through 
furniture departments of department 
stores. 

Household appliances, _ refrigerators, 
stoves, dishwashers, ironing appliances, 
washing machines are all handled with 
special service through dealers who can 
supply such services. 

Clothing is handled through special 
jobbers, or special stores, or sold directly 
through special salesmen. 

Glassware is handled similarly through 
jobbers, through manufacturers’ agents, 
through department stores, or through 
chain stores. 

Jewelry is sold directly through job- 
bers, or direct to dealers and department 
stores, sometimes with missionary sales- 
men calling on the trade. 

Truck trailers are sold through fac- 
tory branches, through distributors, and 
through service stations. 

Machinery is sold by salesmen, by 
manufacturers’ representatives, and by 
special agents. 

These are enough to indicate the need 
for product classifications to help com- 
panies manufacturing products which arc 
not cf one general type alone. Some will 
manufacture a variety of products and sell 
them in a variety of ways to a variety of 
outlets. 

Product classification is basic to good 
distribution cost accounting. 


Cuannets of trade—the outlets 
through which products are sold—deter 
mine to a large extent the sales and field 
organization which must be paralleled in 
distribution cost accounting. 

Sales to industrials require a special 
knowledge of materials or product use, 
and ability to service as well as to sell. 

Sales through jobbers often mean the 
jobbers are left to do the dealer and con 
sumer calling. 

Sales direct to dealers represent another 
field. In this instance small orders and 
frequent calls are necessary, an army ot 
salesmen is required sometimes to make 
the customer contacts. 

Sales through manufacturer's own stores 
is another channel. The relationship 1S 
largely between the store managers and 
the sales department. Placing of orders is 
more of a routine affair, subject to definite 





policies, without the need for a great num- 
ber of salesmen calling upon dealers. 

Sales to consumers directly by mail is a 
special channel requiring strong support- 
ing advertising, constant promotional ef- 
tort. 

Sales by export through foreign agents 
or special representatives or exnort houses 
is an outlet with very special characteris- 
tics. 

It is easy to see that in setting up dis- 
tribution cost accounts, to account for all 
these plans of selling throuvh the various 
outlets and channels of trade, attention 1s 
required to adapt accounts and techniques 
ind to apply the principles to indirect dis- 
tribution costs. All create problems which 
must be solved in the proper development 
and application of distribution accounting 
to develop accurate sales and distribution 
costs. 

In this connection, it might be well also 
to review very briefly three special situa- 
tions where something has been done 
in developing distribution costs. 


A. Chain Food Stores 

I have in mind a large chain food store 
organization selling groceries, meats, and 
provisions. This chain is well known, op- 
erates between 2,000 and 3,000 stores, is 
organized into about 25 branches. In addi- 
tion to the stores it has processing plants 
and warehousing locations. Some of the 
stores sell only groceries, some sell gro- 
ceries and provisions, some sell groceries, 
meats, and provisions. These three types 
of food stores create three types of prob- 
lems, at least so far as inventory controls 
and cash accounting are concerned. 

The situation here from the standpoint 
of accounting and costs is an interesting 
one. There is a general office organization, 
with a general accounting department, a 
branch accounting department, and an ef- 
fective field auditing department. The de- 
tailed and general books and records are 
maintained at the branch offices, each of 
which has within its jurisdiction an aver- 
age of 100 stores. Its accounts and records 
are intended to show: 


1. The cost of operating and the profit- 
ithleness of each store. 

2. The cost of operating and the profit 
thleness of each class of merchandise. 

3. The cost of operating and the profit- 
thleness of each branch including its 
ores. 

4. The cost of warehousing for th 
fores. 

5. The cost of handling distribution to 
the stores. 

6. The cost of branch administration. 

The branch accounting department at 
the general ottice develops the accounting 
methods and procedures and supplies the 
standard practice instructions and stand- 
ard record and report forms necessary to 
assure adherence to policy and practice re- 
quirements by the branches and the stores. 


te A ATR ES 


The general accounting department and 
the general office receive monthly profit 
and loss statements and other accounting 
and progress reports from the various 
branches and consolidate them for the 
general management at the general office, 
adding, of course, the cost of operating 
the general office and its services. 

The internal auditing department with 
its field forces audits the branches and 
test-checks the stores on adherence to pol- 
icy and procedures and the accuracy of ac- 
counts, records, and reports. Store auditors 
under the supervision of the branches per- 
form the same function for inventories and 
cash handling in each of the stores. 

The processing plants are handled in a 
similar manner, usually in connection 
with branch accounting and branch op 
crations 

This is a very brief description of the 


“Couldn't you deal with that waistline 
at one of the local gyms, Bentley?” 


manner in which distribution costs are 
obtained in this chain store organization. 
It is evident that the whole accounting, 
distribution accounting, and distribution 
cost situation parallels closely the type of 
organization and the manner in which the 
general management functions through 
this organization to the stores. 


B. Jobber and Processor 

I have in mind a jobber who likewise 
does processing and therefore has the com- 
bined task of obtaining distribution costs 
through the jobbing books for the job- 
bing business and through the same books 
for processed items sold likewise through 
similar trades. 

This company—shall I call it a manu- 
facturing-jobber for cost and accounting 
purposes ?—divides the business into five 
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main lines and attempts to maintain op- 
erating and profit and loss information 
for each group of products. 

The organization consists of two manu 
facturing plants, two processing plants, 
and two offices. 

Distribution is direct to industrial con 
sumers through one branch office and 
through salesmen calling on industrial 
and other outlets. The accounting pro- 
vides for the development of sales data, 
cost of sales data, allocation of indirect 
selling, and management and administra- 
tive expenses to the various lines of prod- 
ucts as a means of arriving at profit and 
loss by lines. Statements of operating ex- 
penses are prepared also by departments 

Through the distribution and cost ac- 
counting developed by this company they 
have just dropped. out because of its un 
profitableness a principal line which pro 
vided almost 209 of their volume, and 
they are operating in 1949 at the same 
volume or at about the same volume as in 
1948 before the line was dropped, in 
creasing their efforts on the other profit- 
able lines. 


C Large 

This company has several plants, its 
volume in sales approaches $100 million 
annually. It has a main line of products, 
an associated line of products, and several 
special products, for each of which sales, 
costs, and profit and loss figures are re- 
quired. 

Methods of distribution include direct 
industrial sales, direct government sales, 
export sales, sales direct to dealers, sales 
through their own stores, and special con- 
tracts with certain direct customers. 

The whole accounting structure is di- 
vided into three classifications: manufac- 
turing accounting, distribution account- 
ing, and corporate or administrative 
accounting. Chief accountants are in 
charge of these three fields of account- 
ing, under the controller. 

For distribution costs there are special 
charts of accounts. The operating organi- 
zation and the accounting are paralleled in 
departmentalization. Provision is made for 
iullocation of costs to accounts, districts 
and channels of distribution by means of 
time reports, by means of special apprais- 
als of the justification for allocations, by 
means of special questionna:res on trans- 
actions, and by the type of responsibility 
exercised, through ratios and through the 
development of special profit and loss 
statements for the different types of sales 
and the different products. 

The distribution accounting plan has a 
whole area of accounting for the com- 
pany ’s store sales, for sales of its products 
through jobbers, for industrial sales, and 
for governmental sales. Provision is made 
for allocations of corporate and adminis- 


Manufacturing Company 
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How Manufacturers Reduce Distribution Costs 


How do companies analyze their distribution costs and trans- 


late the findings into more efficient and more profitable opera- 


tions? 


In a recent survey by Department of Commerce field repre- 


fentallves, 


45 manufacturing companies explained their means, 


and from these interviews the Department compiled and pub- 


lished a Sevles 


“Hou 


entitled 


of 26 case studies in distribution cost analysts and 


Manufacturers Reduce Then 


ts,” is available from the Superintendent of 


S. Government 


of 35¢ 


Printing Washington, 


O fh é, 


typical problems including profitability 


mers And 
channels 


)f adding neu 


ae rparl ’ 
presented as nearly as 


exechtites wt 


yw the 
vered 
muntry, 


Th. 


Of the ¢ 


rganizalions 


mdicating unusual SUCCESS IN ace 


tribution costs 


various 


of orders, selectic 


s/Z€S 


f distribution, efficient utilization of sales 


products, cost Of Warehousing 
; 3 
possible in the exact 


supplied the fact 


ml panies 


miaAnufactnre diverse 


em size from 
} 


were selected On [be 


rant 


basis 


mplishing reduc 





trative costs through the sales expense and 
distribution cost accounts 

For purposes of accounting, account 
charts provide for the departmentalization 
administrative de- 
allocated in 


otnice 
must be 


of the general 
partments which 
some fashion to manufacturing and dis 
tribution costs, for general othce solicita- 
include activities 
distribution 


tion accounts which 


which must be allocated to 
cost accounts 

Where information is not immediately 
available to handle allocation and obtain 
proper costs for the various products or 
outlets or methods of sales, questionnaires 
are dispatched to the various districts or 
local offices, or to departments at the gen 
eral office, asking for information with 
respect to the attention given the various 
recommendations as to 
which 


sales outlets and 
the portion of their 
should be borne by the respective outlet 
accounts They are then ap- 
praised by the distribution accountant to 


expenses 


and costs 
arrive at proper methods of accounting, 
allocating, and development of distribu- 
tion costs 

Let us summarize briefly the objectives 
usually sought in distribution 
counting and arriving at distribution costs 


cost ac 


I have summarized these objectives as six 
in number, including 


1. To arrive at actual net sales by 


products, by channels of trade, by terri- 
tories, and by salesmen. 
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2. To arrive at cost of sales similarly 
by products, by channels of trade and 
outlets, by territories, and by salesmen. 

3. To determine the cost of selling by 
products, by channels of trade and out- 
lets, by territories, and by salesmen. 

4. To obtain the cost of management, 
as related to distribution. 

5. To determine the profit or loss 
from sales, by products, and by channels 
of trade. 

6. To furnish reports containing dis- 
tribution cost information as a basis for 
determining management policies relat- 
ing to products and their distribution. 


From our review of what is done by 
various companies and our observations 
of distribution cost accounting for various 
industries, I have attempted to summarize 
very briefly ten principles which it seems 
to me may be drawn from the practices 
ot companies now giving attention to this 
matter. These are as follows: 


1. The distribution cost accounting 
plan must be simple and understand- 
able, but it must be based upon a com- 
plete chart of accounts covering sales, 
products, channels of trade, selling and 
distribution expenses, and related data. 

2. There must be well defined selling 
departments and these must be ac- 
counted for in departmentalized ac- 
counts. 
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3. There must be well defined, care- 
fully set up controlling accounts to con- 
trol the cost information in the various 
classification areas. 

4. There must be a well defined clas- 
sification of the products which will 
bring together within the various classes 
similar items, similar in their distribu- 
tion for which sales data, cost of sales, 
and profit and loss or other cost infor- 
mation may be required. 

5. There must be well defined chan- 
nels of trade and these must be recog- 
nized in the classification of accounts or 
in the accumulation of information for 
cost purposes. 

6. There must be well defined sales 
territories and these must be recognized 
in the classification of accounts or in the 
accumulating processes where data is 
obtained for cost purposes. 

7. There must be a definition of the 
responsibilities of salesmen, and where 
information is desired by salesmen, 
these must be recognized in the accounts 
or in the processes of accumulating data. 

8. There must be a well defined rule 
under which costs of administration and 
general sales costs may be allocated to 
the cost of product or the cost of selling 
by classes, by departments, by channels, 
by territories, or by salesmen, as re- 
quired. 

9. There must be adequate expense 
and sales reports to keep the manage- 
ment informed with respect to sales and 
distribution costs so that they will be 
fully informed and can make policy de- 
cisions as required. 

10. Profit and loss statements should 
be provided by products, by channels 
and outlets, and by territories and by 
salesmen if required. 


I should like to call special attention 
to some features regarding de partmentali- 
Zalion. 

It is commonly stated—and I think well 
stated—that distribution or other cost ac 
counts must parallel organization responsi 
bility. This means that they must conform 
to the grouping of personnel for supervi 
sory purposes; that closely related activi- 
ties must be grouped as to responsibility 
of certain executives and supervisors; that 
physical location of offices, branches, and 
warehouses must be given careful atten- 
tion. This means that the summaries of 
cost and expenses shall be prepared in ac 
cordance with this departmentalization of 
the organization. 

Departmentalization for both supervi- 
sory and accounting purposes should also 
parallel the classes of products, as well as 
the channels of trade. 

So often the whole distribution cost ac- 
counting and cost operation plan 1s com- 
plicated because of the failure to recog- 
nize these organization factors. 

So many times the whole distribution 
cost accounting problem is involved also 


(Continued on Page 540) 








Taft-Hartley Is 


© THOSE who have wished it dead the 

Taft-Hartley law is a very live corpse 
indeed. 

So spoke the Honorable Fred A. Hart- 
ley, Jr., before the District of Columbia 
Control of the Controllers Institute of 
America. 

As background for a discussion of the 
nation’s present condition and as_ back- 
ground for an indication of where we go 
from here, the speaker touched briefly on 
the objectives of the law. He pointed out 
that although the objectives might be gen- 
erally understood and appreciated in some 
quarters, the proponents of one view or 
and particularly the leaders of 
misrepresented 


another 
labor—have — generally 
them. They have also misrepresented the 
significance of the individual provisions 
of the law, and they have gone so far as 
to call it the “Slave labor act.” 

The law ts aimed primarily at the es- 
tablishment of fair and equitable condi- 
tions between the people who labor and 
the people whose function it is to create 
jobs and to employ labor. The various pro- 
visions of the Act have been remarkably 
successful in actual effect in their con- 
sistency with the objectives. 

The objectives of the Taft-Hartley Act 
are very clearly stated in its preamble. 
They are “to promote the full flow of 
commerce, to prescribe the legitimate 
rights of both employees and employers in 
their relations affecting commerce, to pro- 
vide orderly and peaceful procedures for 
preventing the interference by either with 
the legitimate rights of the other, to pro- 
tect the rights of individual employees in 
their relations with labor organizations 
whose activities affect commerce, to de- 
fine and proscribe practices on the part of 
labor and management which affect com- 
merce and are inimical to the general wel- 
fare, and to protect the rights of the public 
in connection with labor disputes affecting 
commerce. 

Many of these objectives have been at- 
tained to an admirable extent since the 
law has been in effect even though the law 
is acknowledged by its authors to be im- 
perfect in some respects and even though 
its administration has been conducted on a 
basis which is less than enthusiastic. 

Before the enactment of the law there 
had been considerable abuse of the power 


Still the Law! 


accumulating in the hands of labor lead 
ers over the years—abuse which was in- 
jurious to the individual laborers making 
up the rank and file, abuse which was in- 
jurious to the general public, and abuse 
which seemed entirely unnecessary since 
it was not mitigated by any benefits to 
labor whose values might outweigh the 
injuries created 

From his vast experience as a member 
and chairman of the Labor Committee in 
the House of Representatives and from 
the vast which he has 


experience con 





STRIKERS LOSE MILLIONS IN PAY 


There were 300 strikes in the U. S. 
during July 1949, involving 110,000 
workers, according to the U. S. Bu- 
reau of Labor Statistics. 

These strikes meant that 16,800, - 
000 man-hours of production and 
earning capacity were lost. Based 
on an average hourly pay of $1.38, 
workers lost $2,318,400,000 in 
wages. 

An average industrial worker 
whose weekly wage is $55.20, on 
strike four weeks, lost a total of 


$220.80 in pay. 





tinued to have since his retirement from 
the Congress, the speaker gave many con 
vincing examples of the type of abuses 
which have been curbed or eliminated by 
the Taft-Hartley Act. Moreover, he gave 
many convincing examples of the manner 
in which their elimination has redounded 
to the benefit of the nation’s laborers, 
though perhaps not to the special benetit 
of the labor leaders considered as a sep- 
arate social class. Mr. Hartley's specific ex- 
amples covered situations arising from 
jurisdictional strikes, secondary boycotts, 
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It has helped labor 
as well as management 


closed shops, mass picketing, and other 
practices which are outlawed today. 

The presence of influential communist 
forces among the leaders in today’s labor 
unions, the speaker warned, is a very real 
danger to the nation’s economy, its social 
structure, and its democratic processes. He 
said he believed there was more than co- 
incidence in the relationship between the 
growth of this condition in key American 
industries and the simultaneous growth 
of the military potential in the Soviet 
Union 

The continued tendency of labor union 
leaders to proceed along dictatorial and 
socially irresponsible lines Mr. Hartley 
ascribes in large measure to failure on the 
part of those of our people who are classed 
generally as employers. This failure falls 
into three general categories: first, the 
employers have failed to convince their 
communities of the value of their enter- 
prises as producers of jobs and producers 
of payroll revenues; second, employers as 
individuals and employers as a class have 
failed, and continue to fail, in the matter 
of selling their communities the basic 
American principle of the free enterprise 
economy—-they have not convinced any- 
body in recent years that production for 
profit always has been and continues to be 
a more constructive concept than the con- 
cept of production merely for use; third, 
employers have failed as a class to develop 
an understanding relationship between 
their managements on the one hand and 
their employes on the other. 

The labor-management problem, Mr 
Hartley 
in this country and will continue to take 
the form of class strife so long as the 
owners of enterprises continue to fail in 


feels, will continue to be severe 


the three fields which he describes. 

It is his considered judgment that man- 
agement people must engage in political 
action just as the members of the labor 
groups are engaged in political action. He 
feels that the restoration of confidence in 
our free enterprise system will take pre- 
cisely the same kind of sustained effort 
that management has put forth so admira- 
bly in America in selling the output of the 
nation s factories 
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What Research Can Do for Controllers 


By Gladger F. Tannery 


| ieee EpisON had just completed his 
37th attempt to convert 
electricity into light. Like the previous 36 
experiments, had carried him 


over a long and devious road of pains- 


unsuccessful 


this one 
taking preparations, ending before a wall 
of bitter disappointment. 

His 


sensed a feeling of despair in the great 


laboratory assistant thought he 
inventor and remarked what a pity it was 
that their efforts had been But 
Mr. Edison said: ‘Our efforts have not 
been wasted. We know 37 ways by which 
light cannot be obtained from electricity, 
and we are much closer to our goal. If 
we can eliminate enough of the possible 
methods that won't work, we may ulti- 
mately be able to narrow the field down 
to where the one right way will present 
itself to us.” 


wasted. 


In these words Mr. Edison told the 
story of human progress through trial and 
error and explained the principle of re- 
search, which has existed as long as man 
has been able to reason. 

The Chinese, of course, have their own 
way of stating the same proposition: 

The diamond cannot be polished without 
friction, nor the man perfected without 
trials.’ 

Let us consider what Charles Kettering, 
Director of Research for General Motors 
Corporation, has to say about research: 
‘Research’ is a high-hat word that scares 
a lot of people. It is nothing but a state 
of mind—a friendly, welcoming attitude 


toward change. Going out to look for a 
change instead of waiting for it to come. 
Research, for practical men, is an effort 
to do things better and not to be caught 
asleep at the switch. A research state of 
mind can apply to anything: personal af- 
fairs or any kind of business, big or little. 
It is the problem-solving mind as con- 
trasted to the let-well-enough-alone mind. 
It is the composer mind instead of the 
fiddler mind. It is the ‘tomorrow’ mind 
instead of the ‘yesterday’ mind.” 
Research today is big business. It is no 
longer something that is carried on ex- 
clusively within the walls of our colleges 
and universities. Organized research has 
assumed an important place in industry 
and is considered one of the earmarks by 
which the more progressive and success- 
fully operated enterprises can be identi- 
fied. Large sums are appropriated annually 
to marshal the advances of science behind 
the business of making a better article 
than that of a competitor and selling it to 
more consumers at a higher net return. 
The progress and the changes brought 
about through research in business activi- 
ties have an inevitable effect on the con- 
trollership function. The tremendous 
growth and increased complexity of busi- 
ness in the past 30 years have offered 
some compelling evidence that accounting 
systems tend inherently to evolve on an 
unscientific basis. Sheer volume increase 
in goods manufactured and sold have mul- 
tiplied the volume of clerical functions to 
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Bringing new light 
into dark corners 


a point where each controller may well 
afford to wonder whether he has properly 
harnessed his increased volume. 

Even more important than volume, 
however, is the dynamic character of busi- 
ness today in our competitive economy 
Old products are discontinued or modern- 
ized, new products are introduced, manu 
facturing techniques are improved, more 
efficient equipment is utilized, new mat 
kets are exploited, new marketing meth 
ods are employed, and so on. The picture 
is never static, as the operation of each 
business must conform itself to our highly 
sensitive economic system and the prog- 
ress of science. 

Controllers are a part of this scene and 
are able to appreciate the fact that the 
watchword of success in business today is 
alert and intelligent change. As Frank D. 
Fackenthal puts it: ‘We are living in a 
moving, a changing word, and fortu- 
nately so. For surely movement in human 
affairs is no less vital for the balance of 
advancing civilization than is motion for 
the stability of the planet itself. 


A LL of us are familiar with the research 
program being conducted by the Control- 
lership Foundation “to study economic 
and financial problems in broad prospec- 
tive.”’ But the type of research I'd like to 
consider here is that which recognizes that 
the principle of research can be used by 
each of us, within our own organizations, 
to help us do a better job of controller- 
ship. This is the “functional” or ‘ap 
plied’ type of research, as distinguished 
from ‘“‘pure”’ research which has as its 
purpose the study of broad problems, usu 
ally in historical perspective. 

First, let us define briefly what we have 
in mind when we speak of research as it 
applies to the problems of the individual 
controller, and then let us review some of 
the broad objectives the controller may 
hope to accomplish through research and 
some of the reasons why it is difficult to 
accomplish them without research. Finally, 
we might enumerate a few of the more 
tangible benefits that can result from a 
well conceived research program and con- 
sider the various possibilities for imple- 
menting such a program. 

Research in accounting is the process 
of conducting investigations to discover 





facts, sources, and possible results, by 
study and experiment, in order to develop 
improved applications of accounting prin- 
ciples and improved methods and to pro- 
vide a concrete basis for formulating ac- 
counting policies, procedures, and plans. 

In principle it does not differ basically 
from research in other fields, such as prod- 
uct, market, and manufacturing research, 
since it makes use of a continuous inquir- 
ing and analytical technique in an effort 
to develop improvements. It is an attempt 
to remove the necessity of making spot 
decisions and rule-of-thumb estimates, 
where a process of careful analysis seems 
to be called for, and to substitute what 
might be termed ‘‘instrument flying” for 
“flying by the seat of the pants.” 

Now I do not mean to imply that there 
is a widespread tendency to make account- 
ing decisions without benefit of sound 
evidence or that there is anything novel 
about the idea of doing a careful fact- 
finding and analytical job before inaugu- 
rating new accounting policies or changes 
in systems and methods. But I do wonder 
whether the value of an active, organized, 
and perhaps formal research program, 
with a research consciousness throughout 
the controller's organization, is fully ap- 
preciated. 


In speaking of the mind of man, Leo- 
nardo Da Vinci said: “Iron rusts from 
disuse, stagnant water loses its purity, and 
in cold weather becomes frozen; even so 
does inaction sap the vigors of the mind.” 
In my opinion this same tendency can be 
observed in an accounting system. Unless 
the system is reviewed periodically and 
adapted to changing conditions, it will 
tend inherently to stagnate and become 
rusty from lack of adaptation. 

These are the requirements we have in 
mind, then, when we speak of accounting 
research: a consciousness on the part of 
the controller that his accounting princi- 
ples, accounting system, and internal con- 
trols inherently require study if they are to 
be kept geared to the company’s opera- 
tions and if methods and procedures are 
to remain modern and efficient; a well 
planned program to carry on such study; 
a clear-cut definition of responsibilities ; 
and a careful review of results. As we 
shall see later, the mechanism and_ the 
degree of formality of the program will 
vary with the size of the controllec’s or- 
ganization. 

The broad results that the controller 
might reasonably hope to accomplish 
through a research program can be 
thought of as falling under four main 
headings. 

First is the necessity of assuring that his 
accounting policies and his financial state- 
ments are in step with the times and serve 
the requirements dictated by changing eco- 
nomic, social, and business conditions 
The currently popular controversy over 


Edison’s Birthdau Ce 


depreciation Is an outstanding example ot 
this problem. It should be noted, however, 
that in this field the controller is some- 
what limited by the necessity of conform- 
ing to the policies laid down as being 
generally acceptable for the accounting 
profession as a whole. 

Second is the probability that through 
research the individual company’s account 
ing policies and procedures can be kept 
constantly geared to the company’s chang- 
ing operations. The basic problem here ts 
one of providing the type of statements 
and factual information that will enable 
the operating management to direct suc 
cessfully the company s manufacturing, 
marketing, or administrative activities and 
of assuring that the clerical procedures are 
practicable and in harmony with the reali 
tics of operations 

The field of cost accounting presents 
most of the problems of this type, where 
changes in manufacturing methods, as- 
semblies, equipment, and product specifi- 
cations require changes in standards or in 
cost-finding methods. Frequently a thor- 
oughgoing study is required to reconcile 
the several objectives of building up effec 
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tive cost information, following sound 


principles of financial accounting, and 
working out tax problems judiciously. 

Third broad objective of the research 
program is directed at the efficacy of in- 
ternal controls. One of the most difficult 
problems of controllership is to maintain 
control procedures that are in keeping 
with calculated risks, without hampering 
Operations or burdening employes with 
meaningless routine. 

For example, I know of one instance 
where a very adequate and effective set of 
procedures had been designed to serve as a 
control over major capital expenditures. 
These procedures required that detailed 
job order estimates be prepared and prop- 
erly authorized, that expenditures be ac 
cumulated and properly classified in a 
work-in-progress account, that a formal in- 
ventory and completion report be pre- 
pared on completion of the job, and that 
cost reports be made to enable a compari 
son of actual costs with estimates. Now 
these procedures were fine so far as major 
jobs were concerned, but the manual of 
procedures was written in such a way as 
to make them mandatory for all additions 
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to the plant account. Just as much pro- 
cedural detail was required for the pur- 
chase of a piece of equipment costing $50 
as for a major construction job costing 
$500,000. 

Fourth among the controller's research 
objectives is to improve the mechanics of 
his accounting system and take all steps 
that may be necessary to assure that ac- 
counting information is collected and re- 
ported with a minimum of paper work 
and lost motion. In this area the research 
program can probably show mote tangible 
results than in the others, for it offers op- 
portunities of reducing the total volume 
of work, mechanizing repetitive type op- 
erations, relieving employes of some 
drudgery of routine work, and increasing 
ethciency 

I am 
word “efficiency, 
of something that is distasteful to many 
people. For example, there was the so- 
called “efficiency expert’ who was not 
gifted with an unusual amount of tact. 
After several days of tactless blunders that 
had antagonized the entire office, he en- 
countered an employe who decided he'd 
put the efficiency expert in his place. To 
the abrupt question, “What do you do?” 
he answered just as abruptly, ‘I don’t doa 
thing.” To his surprise the efficiency ex- 
pert jotted down this information very 
meticuously in his notebook and moved 
across the aisle to the next employe’s desk 
Again the pointed question, “What do 
you do?” Dealing out more of the same 
sarcasm, the second employe replied, I 
don't do a thing.’ Slowly the efficiency 
expert began to jot down his findings 
when the light of revelation 
beamed across his countenance. Looking 
up from his notebook, he said, “Ah 


reluctant to use this 
however, for it smacks 


somewhat 


suddenly 


there it 1s—duplication! 


| DON 'T believe any of us would care to 
adopt the “‘etticiency expert” approach, 
but the improvement of systems and meth- 
ods perhaps does require more detailed 
analytical work than other phases of the 
research program. Existing procedures 
have to be charted in detail and then ana- 
lyzed. Where a clerical operation extends 
across departmental lines, it is necessary 
that the complete flow of data be recorded 
and the functions performed in each of- 
tice be known. All revisions of procedures 
that might offer a reasonable possibility of 
reducing the work load, improving the in- 
formation, or making the work easier must 
be examined 

This type of analysis requires a study 
of each job, each clerical operation, each 
record, form, or report, each flow of data, 
and each piece of mechanical equipment 
utilized. Duplicating or overlapping func- 
tions can be observed, excess copies of 
eliminated, the 


papers can be some of 
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Colleges’ Business Research Listed in Federal Booklet 


A comprehensive review of current 
business and economic research being car- 
ried on in American colleges and univer- 
sities is contained in a publication issued 
by the U. S. Department of Commerce, 
entitled “Survey of University Business 
and Economic Research Projects, 1947- 
is.” The publication is intended to pro- 
vide a guide to current and recently com- 
pleted research projects of bureaus of 
business research, individual faculty mem- 
bers, and candidates for advanced de- 
grees. 

It is especially designed for use by 
business men, business consultants, trade 
association executives, and government 
officials who need to be informed con- 
cerning research being conducted at uni- 
versities throughout the country, and for 
research workers in business and eco- 
nomics to use 1n coordinating their work. 

The volume lists 1,188 research proj- 
ects in schools of business and depart- 
ments of economics in 105 colleges and 
universities. In addition to author data 


drudgery of routine work can be reduced, 
and the system can be made more flexible 
and be geared to accommodate changes in 
volume of output 

Next let us ask ourselves whether these 
objectives can be accomplished by some 
means other than a research program. 

Why is it not possible, for example, to 
fix the responsibility for conducting de- 
tailed studies in the accounting supervi- 
sors who are charged with the processing 
of the regular accounting work? In some 
instances it may be possible to do so, but 
in the majority of instances, particularly 
in organizations of considerable size, it 
is difficult for them to break away from 
their regular duties to give adequate atten- 
tion to research projects. Their day-to-day 
responsibilities for completing a given 
amount of work on schedule do not allow 
them the time they need to do all of the 
work of charting and analyzing proce- 
dures; interviewing representatives ot 
other departments to find out how pro- 
posed changes would affect their require- 
ments; gathering statistics on volume of 
entries, forms, or operations; compiling 
time studies and estimates; exploring the 
possibilities of using new equipment; and 
numerous other requirements that must be 
dealt with. 

Further, those who have been responsi- 
ble for the performance of the regular ac- 
counting work for a considerable period 
of time have, by the very nature of their 
work, developed a condition of mind that 
is more conducive to the making of day- 
to-day decisions and less conducive to the 
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and information on project status there is, 
in most instances, a brief description of 
the project including a statement of ob- 
jectives and method of procedure. 

The projects listed cover 24 subject 
fields, including government-business re- 
lations, labor relations, management, mat- 
keting, accounting, statistics, finance, pub- 
lic finance, and international trade. Three 
sections are devoted to economic studies 
of individual industries. 

This publication, the sixth edition, was 
prepared by the Department's University 
Extension Service, a branch of the Small 
Business Division of the Office of Do- 
mestic Commerce, as part of a program 
to help university schools of business and 
departments of economics increase the 
usefulness of their research activities. 

“Survey of University Business and 
Economic Research Projects, 1947-48" 
may be obtained from the Superintendent 
of Documents, Washington 25, D. C., or 
from any of the U. S. Department of 
Commerce Field Offices for $1 each. 


investigate or detailed type of work in- 
volved in research. They can guide the 
study into certain desirable channels, sug- 
gest possibilities that merit inquiry, evalu- 
ate the results of the study as it progresses, 
approve or disapprove the finished pro- 
posal, and take charge of the installation 
Their evaluation of a proposal, based on 
their practical knowledge of the problem, 
will frequently be the final determination 
of whether it should be workable. 

To help them discharge these responsi- 
bilities, it is frequently necessary to pro- 
vide full-time analysts who perform the 
work of making the detailed study. The 
analyst can bring to the study his knowl- 
edge of methods observed in other ofhces 
or other departments of the company, his 
experience in research techniques, his in- 
quiring approach, and his independent 
viewpoint. This arrangement is somewhat 
comparable with that found where studies 
of factory production methods are made 
by specialists who present their findings 
to factory superintendents and foremen. 

Thus far we have discussed the objec- 
tives of the research program in very 
broad terms, but now let us be more spe- 
cific about some of the possible accom- 
plishments of the program. I shall not at- 
tempt to rank these in the order of their 
importance, for this will depend on the 
conditions prevailing in the individual 
company and on the type of operations in 
which it is engaged. Further, a given re- 
search project will usually embody several 
of these objectives, for the dividing line 
between them is not always clear. 

1. Improve the control data provided 
the management—It will sometimes be 
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“Vve practically retired, he cooed 


| had Gibby down in my book as a bitter pill. So vou 
could have blown me over when | dropped by his office. E-very- 
thing was pleasantness galore, and Gibby nothing but a 
cooing dove. 

“Take a cigar! ‘Take the whole box,” he said. “I’m not 
one to forget a favor.” 

Seems he couldn’t be grateful enough to me for selling 
him on Comptometer’s Payroll Plan. Seems that plan had 


not only slashed expensive man-hours . . . it had taken the 
kinks out of Gibby. 

‘That plan’s a wonder, boy,” Gibby admitted. “Simple. 
E:ficient. Why, original postings vield final results! I'm a man 


of Icisure—in fact, I’ve got so many extra hours these days, 








I feel as though Id retired!” 
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our Comptometer Payroll Plan eliminates all copying, without any 
fancy gimmicks or elaborate machinery. Your nearest Comptometer 
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By Dundas Peacock 


| he CHARGE is being made with increas 
ing frequency that, because conven 
tional accounting practices do not adjust 
reported profits to economic values, the 
reported profits of American corporations 
during the postwar years 1946-48 were 
grossly overstated 

Professor Sumner H. Slichter of Har 
vard University, in speaking last Decem- 
ber 6 before the Joint Congressional Sub 
committee investigating prices and profits, 
expressed the opinion that in the past 
three years American corporations have 
overstated their profits by $16 billion. He 


attributed the overstatement of profit to 


two main causes: (1) faslare dedni 
the vise in the cos of replace mtve 
dade GMate 





ries and (2) farlure to charge 
depreciation in respect of plant and equit 
In a pamphlet entitled “Inflation and 
Postwar Profits’ published in May by 
Machinery and Allied Products Institute 
the opinion is expressed that, because of 
failure to reflect 
placement of fixed assets and of inven- 
tory consumed in production, the re ported 
profits of $50 billion were overstated by 
$19 billion and have been ad- 
justed to $31 billion. On page 27 of this 


pamphlet the statement ts made 


increased cost of re- 


should 


many « keenly 
ware of the 


ave reported in re 


Tp ral anagements are 
illusory character of the profits 


the othe 





taken them at 
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Monetary vs. Economic Values 


their face have been 


fooling not only labor, politicians and the public 


value. In so doing, they 


themselves as well. They are 


It is impossible to 


generally, but 
victims of their own myth 
believe that this self-deception has been harm- 
less. For management can arrive at sound deci 
sions on policy only when correctly informed 
of the facts. If its yields 
the distorted version of the facts so prevalent 


accounting system 
in the postwar era, its judgment is necessarily 
handicapped. Surely, it behooves management 
tor the sake of its own understandings, as well 
as its relations with stockholders, employees 
and the public, to 


reconsider the accounting 


created the distortion and 


in the 


practices that have 
to try if possible to avoid similar erros 


future 


This contention for economic adjust- 
ment of income has been increasing 
rapidly during the past three years. It 
started as a demand for recognition in 
the depreciation provision of the in 
creased cost of replacing fixed assets. Ap 
parently it results in part as a defense of 
reported profits against the contention ot 
the labor unions and of the President's 
Council of Economic Advisors that cor 
poration profits have been generally ex 
cessive. It is not a matter that can bce 
lightly brushed aside because its advocates 

many eminent accountants and 
economists. 

It is claimed that if reported monetary 
income were adjusted to economic | in- 
come, the public would understand more 


include 


clearly that profits have been reasonabk 
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Investment recovery philosophy 
favored over cost absorption 





and not unconscionable, and relations 
with stockholders, employes, and the pub- 
lic would benefit thereby. It is extremely 
doubtful that would be the case. 

A bogie that has been troubling the ac- 
counting profession and business manage- 
ment for years has been the fact that cor- 
porate reports and figures have been re- 
garded with suspicion by employes and 
the public, largely because they did not 
understand the practices employed and 
the jargon used. For this reason the ac- 
counting profession has been striving for 
years to make the reports more readily 
understandable by the uninitiated. 

For accountants and management now 
to depart from a basis of monetary values 
to adjusted economic values would prob- 
ably aggravate the distrust and undo all 
the progress that has been made. Particu- 
larly would that be true since it is ex: 
tremely unlikely there would be agree- 
ment between economists as to the meas- 
urement of change in economic value to 
be used, witness the many contradictory 
interpretations and prognostications made 
by economists in and out of Government, 
and also the fact that Professor Slichter 
estimated corporate profits were overstated 
by $16 billion during the past three years, 
and Machinery and Allied Products Insti- 
tute estimated $19 billion overstatement. 


FurrHermort, it is likely that ditter- 
ent factors of change in economic values 
would have to be applied in different in- 
dustries, which would add greatly to the 
confusion. To appreciate how confusing 
such a practice could be, the reader is re 
ferred to an article entitled ‘An inquiry 
into the reliability of index numbers’’ con- 
tained in The Journal of Accountancy 
April 1949, 

What is the stewardship responsibility 
that corporate management has to its in 
vestors ? It might be contended that man- 
agement should be responsible for chang- 
ing economic values, but since economic 
trends are beyond management's control, 
that is illogical and would be impossible 
in the event of a wildly spiraling infla- 
tion. 

If management were to be held re- 
sponsible for maintaining the economic 
worth of corporate investment, then it 
would be equally logical to expect the 












U. S. Government when repaying bonded 
debt to adjust for the purchasing power 
of the dollar, and to expect life insurance 
companies to pay dollars equivalent in 
purchasing power to the purchasing power 
of the insurance amount when the policy 
was issued. Therefore it seems logical to 
assume that management's stewardship 
responsibility can only be extended to 
monetary values, i.e., to maintaining the 
monetary investment, with no responsi- 
bility for maintaining a purchasing power 
equivalent to the purchasing power of the 
dollars when first invested. 

It is, of course, the responsibility of 
management to conduct the affairs of the 
business so that earnings will be sufficient 
to provide whatever additional funds are 
necessary to pay for consumed assets 
when the cost of replacing the assets 1s 
greater than the cost of the assets being 
replaced. It is also the responsibility of 
corporate management to conduct the af- 
fairs of the corporation so that, in the 
event major expansion becomes necessary, 
the public will be willing to invest the 
requisite dollars. 

If the stewardship responsibility of cor- 
porate management is limited to mone- 
tary values, it necessarily follows that the 
accountant’s responsibility is limited to 
accounting for monetary values. It cannot 
be the function of the accountant to con- 
vert the monetary facts into economic 
values. That is—and must remain—the 
function of the economist. 


Ix cannot be denied that, from an eco- 
nomic sense, reported profits of American 
corporations have been illusory in the 
postwar period to the extent of the de- 
cline in the purchasing power of the 
dollar. It is common knowledge that the 
purchasing power of the dollar has dimin- 
ished to the point where it now takes ap- 
proximately $1.65 to buy what $1.00 
would have bought before World War II. 
That is equally true for corporations and 
for individuals. 

It is the function of the economist, not 
the accountant, to teach such economic 
facts to the public and to interpret ac- 
counting monetary values into economic 
values. 

If accountants were to adjust corporate 
profits to economic values, each using the 
indices and base years that seemed appro- 
priate to him, the economists would find 
it extremely difficult thereafter to use 
those figures collectively for economic 
analyses and interpretations. Since cor- 
porate figures are essential tools for eco- 
nomic analyses, one would expect the 
economists to be staunch advocates of the 
consistent use of unadjusted monetary 
values in determining those figures. 

Possibly no other phase of accounting 
has elicited so much discussion over the 
years as the subject of depreciation. That 
is because depreciation is a complex sub- 


ject and does not mean the same thing to 
all people. 

To many people, including bankers and 
credit men, depreciation means the dimin- 
ishment in value of fixed assets resulting 
from wear, tear, and obsolescence, and 
the depreciated balance shown on_ the 
statement of financial position represents 
the present worth of the properties. To 
cost accountants and tax authorities the 
depreciation provision is the means em- 
ployed to spread the cost of fixed assets to 
Operating costs over the expected useful 
life of the assets. To economists deprecia- 
tion represents the portion of fixed asset 
investment that has been recovered and is 
available for replacement of worn out 
and obsolete items. Under certain circum- 
stances each of these viewpoints is cor- 
rect, but the circumstances would be very 
unusual when all would be correct. 

Although there are several methods 
employed by cost accountants for deter 
mining depreciation charges to operating 
costs, the most commonly used method is 
the straight-line method. Under that 
method the cost of fixed assets is prorated 


evenly over the years. For many years it 
was the accepted practice to use as the 
depreciation span a number of years 
which was less than the probable operat- 
ing life of the properties. For instance, it 
was the common practice to depreciate 
the cost of machinery over 10 years even 
though many of the machines would con- 
tinue in use for 20 to 30 years. 


THe reason the straight-line method be- 
came widely accepted was because it was 
an easy method to apply. However, it ig- 
nores many pertinent factors such as the 
increase in maintenance costs and dimin- 
ishment in efficiency and earning power 
resulting from age; acceleration of ex- 
haustion from increased usage; decelera- 
tion of exhaustion from reduced usage: 
diminishment in use value through im- 
provement in the arts; impossibility of 
investment recovery in years in which op 
crating losses are sustained, etc. 

The federal income tax laws from in 
ception permitted a reasonable allowance 
for the exhaustion, wear and tear of prop 





FLEXIBLE ANNUAL CHARGE-OFFS FAVORED 


Total depreciation should not be in- 
creased to correspond with replacement 
costs, but it is desirable that annual 
charge-offs be kept flexible, according to 
Thomas H. Sanders, Professor of Account- 
ing, Harvard Business School, in the first 
of his Dickinson Lectures delivered be- 
fore the Harvard Business School. 

Summarizing the situation, Professor 
Sanders said: ‘The fact that under pres- 
ent conditions accounting income differs 
materially from economic income has 
been recognized as a serious and regret 
table condition, the significance of which 
should be made clear to all concerned. 

“One consequence of it is a greatly 
increased difficulty in financing the opera- 
tions of the business. While accounting 
can and should help in understanding the 
situation, it cannot provide the necessary 
funds; good financial management must 
do this. 

“Similarly, while accounting can throw 
light on questions of taxation, and is in- 
deed necessary thereto, the solution of 
such questions must in the last analysis be 
derived from considerations of public fis- 
cal policy. A change in accounting prac 
tice cannot of itself produce a change in 
administrative tax practice. 

‘The same is true of pricing and other 
phases of financial management. 

The question of primary concern to ac 
countants is that of deciding upon the 
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amount of depreciation charge to be made 
in the income statement, considered as a 
step in income determination. 

“The American Institute of Account- 
ants in October 1948 published a reaffir- 
mation of its earlier statements in favor 
of original cost. The Institute of Char- 
tered Accountants in England and Wales 
reached a similar result after long and ac- 
tive discussions between accountants and 
economists. And the fourth quarter 
(1948) earning statement of the United 
States Steel Corporation, by returning to a 
variant of the original cost basis, removed 
from the industrial field the foremost ad- 
vocate of replacement costs. 

It is noteworthy, however, that the 
United States Steel Corporation intimated 
it yielded to the position of the American 
Institute and of the Securities and Ex- 
change Commission with some misgiv- 
ings, and other advocates of the replace- 
ment basis are doubtless still not satisfied 

Many of the economists who wished 
to incorporate economic income in the ac- 
counts feel that the accounting bodies are 
influenced by conservatism or sheer in- 
ertia, and other corporation officers share 
the reluctance of the United States Steel 
Corporation. There ts still no real unity 
of thought, and unwilling acquiescence 
remains to be converted into genuine Con- 
viction and acceptance. 
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MECHANICAL ZOMBIES 

Equipment policy is the most backward area of industrial 
management,’’ declares George Terborgh, Research Director 
of Machinery and Allied Products Institute, in a new book 
called “Dynamic Equipment Policy,” published by McGraw- 
Hill Book Company 

‘When private enterprise develops a predilection for 
antiques as instruments of production it can expect sooner 
or later to come under the critical scrutiny of government,” 
he said. “An outstanding example of such technological 
degeneration and of the state intervention to which it 
inevitably leads may be found in Great Britain.” 

Mr. Terborgh also pointed out that many European 
countries ave now rebuilding their economies with the latest 


equipment available, making itt es pectall) important for 


American industry to modernize to meet this stiffer com- 


petition. 


“We are accustomed to consider American industry a 
model of vigor and enterprise in adopting advances in 
technology,” he said. “Our practice may compare favorably, 
by and large, with that of other countries, but it nevertheless 
falls far short of what it should be. This country too has 
its quota of mechanical zombies.” 

In his 290-page book Mr. Terborgh presents a replace- 
ment formula developed over many years of study and 
collaboration with executives in the capital goods industries 
He also shows errors in present rule-of-thumb replacement 
policies and illustrates application of the formula with 


numerous case examples. 
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erty used in trade or business, and—until 
1934 accepted as reasonable the rates 
commonly used which obviously would 
absorb the cost in substantially less than 
the operating life of the property. This 
liberal attitude of the Government was 
changed in 1934 when, in order to in- 
crease tax revenue of the Government 
without increasing tax rates, Treasury De 
cision 4422 was issued which provided 


that 


"The capital sum to be recovered shall be 
charged off over the useful life of the 
property, either in equal annual installments 
or in accordance with any other recog 
nized trade practice . The deduction for 
depreciation in respect of any depreciable 
property for any taxable year shall be limited 
to such ratable amount as may reasonably 
be considered necessary to recover during 
the remaining useful life of the property, 
the unrecovered cost of other basis. The bur- 
den of proof will rest upon the taxpayer to 
sustain the deduction claimed.” 


INasmt CH as the depreciation rates in 
use were generally greater than the rates 
necessary to spread the fixed asset cost 
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over the useful life of the property, this 
decision had the effect of reducing depre- 
ciation rates very materially and of cor- 
respondingly reducing the depreciation 
charge against taxable income 

Theoretically it is possible for a tax- 
payer to obtain permission from the Com- 
missioner of Internal Revenue to increase 
depreciation rates to cover increased wear 
resulting from multi-shift operations or 
other factors which reduce the useful life 
of assets. Actually, it is almost impossible 
to do so. 

In a decision handed down recently by 
the Tax Court in the case of The Copifyer 
Corporation vs. Commissioner of Internal 
Revenue (12 T.C. No. 96), the court 


said: 


“Under the straight line basis, the prin- 
cipal question is whether the useful life of 
the equipment has been diminished, and 
usage is merely one factor to be considered 
in making such a determination. Moreover, 
we believe that the straight line method con- 
templates reasonable variations from year to 
year in the use of depreciable assets so long 
as the remaining useful life of the assets is 
not reduced below or extended beyond 
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the term of years originally selected as its 
normal useful life. 

“Therefore, to prevail herein, the peti- 
tioner must justify the increased rate of de- 
preciation it claims by showing not only that 
there was increased usage and other condi- 
tions which would normally tend to accel- 
erate the exhaustion of its equipment but 
that in fact such factors actually did mate- 
rially reduce its useful life. 

“As far as we can ascertain from the rec- 
ord, the machines were never thoroughly 
examined to determine exactly the extent 
of actual exhaustion during the years in 
question, nor is there any specific evidence 
as to the effect of the use of inexperienced 
or incompetent help on the normal wear of 
such equipment. 

“. .. The untoward expenditures for re- 
pairs do not necessarily demonstrate the 
deterioration of equipment but may, on the 
contrary, be evidence that such repairs ade- 
quately compensate for the increased wear 
and tear to which the machines were sub- 
jected.” 


lr is this inflexible attitude on the part 
of the income taxing authorities which 
has prevented from being devised and 
adopted depreciation practices — which 
would be more logical than the illogical 
straight-line method so generally used. 
The contention of the economists for rec- 
ognition of increased cost of replacing 
properties originated as arguments for 
liberalization of depreciation practices for 
tax purposes. 

When a business man decides to pur- 
chase new facilities, he seldom does so 
with the idea that the facilities will be 
productive ratably over their entire life. 
Instead he generally requires that savings 
to result from the use thereof will enable 
the investment to be recovered within a 
relatively short time, say, three to five 
years. In this he is sensible and realistic. 
After all, new products might be invented 
which will obsolete his product; new ma- 
chines might be built which will obsolete 
the machines he is buying; competition 
might force price reductions to the point 
where little or no profit can be earned; 
business conditions might result in re- 
duced business volume and_ operating 
losses. Therefore his first concern must 
be to recover his investment out of early 
profits. 

However, since he is permitted for in- 
come tax purposes only to depreciate the 
cost of the facilities on the basis of the 
expected life of the facilities, the savings, 
if effected in the three- to five-year period 
as planned, will constitute profit subject 
to taxation except to the extent of the 
depreciation deduction allowed in calcu- 
lating taxable net income. 

The business man’s policy of rapid re- 
covery of investment is a sensible policy 
and should be translated into accounting 
practices and income tax policies. Until 
a business man has recovered his invest- 
ment, or is reasonably certain of being 
able to recover his investment, he has 
made no profit. It is unfortunate that the 





cost accountant’s arithmetical approach to 
depreciation has dominated accounting 
and taxation policies for so many years. 

When the economist contends that cur- 
rent depreciation allowances are not suth- 
cient to provide funds to finance replace- 
ments and advocates that depreciation 
allowances be increased to the extent of 
the change in economic values, he over- 
looks the fact that depreciation charges 
provide no funds. Only revenues from 
sales, services, or investments provide 
funds, and only the revenue remaining 
after payments for payrolls, materials, 
and operating expenses are available for 
recovery of fixed capital investment. 

Furthermore, in competitive industry, 
the depreciation charge included in cost 
of any one company does not affect the 
price that company is abie to obtain for 
its products. This fact is also ignored in 
any depreciation method which requires 
an annual charge to be made to cost of 
operations whether or not any revenue 
balance remains against which to apply 
the charge. Obviously, if operating costs 

exclusive of the depreciation charge 
exceed the revenue, no investment re- 
covery can be made. 


In view of the foregoing, it seems rea 
sonable to suggest that the time has come 
for accountants and corporate manage- 
ment to abandon the cost absorption phi- 
losophy with respect to depreciation and 
to adopt the investment recovery philoso- 
phy. Each year the board of directors 
would then be responsible for determin- 
ing what part of the net operating rev 
enue remaining after accrual for income 
taxes should reasonably be considered to 
be recovery of fixed asset investment, and, 
by board action, would appropriate that 
amount. The statement of operations 
would then show: 


Revenue from sales, services 
and investments 

Deduct: 
O pe valing costs 


Provisions for 


NX 
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Net revenue fron operations 


Deduct: 
Appropriation for recovery 


fment im proap- 


OF nite i } 


erty. pl 


nt and equipment 
besa! 


Net 


In any year where operating costs ex- 
ceeded revenues no appropriation for re- 
covery of investment could be made. 

The provision for income taxes shown 
in the above calculation would, of course, 
be based on taxable net income computed 
after deduction of whatever depreciation 
is allowed by income tax regulations. 

It is probably too much to expect that 
the Government would give to the tax- 
payer the right to charge against taxable 


income the full amount appropriated by 
the board of directors for recovery of in 
vestment in properties, although that 
would be logical. If the taxpayer were 
permitted to use his own judgment in de- 
termining the annual charge for invest 
ment recovery, the Government might 
lose tax revenue initially but eventually 
would recover the lost revenue through 
increased tax revenues when the invest 
ment had been recovered. 

However, the policy of the income tax 
ing authorities with respect to deprecia 
tion allowance for tax purposes need not 
affect the adoption of such a plan by cor 
porations for reports to stockholders, em- 
ployes, and the public. 

From a product sales price determina 
tion standpoint, the absence of a deprecia 
tion charge from operating costs can be 
taken care of either by including a prop 
erty usage charge in the pricing cost esti- 
mates or by making appropriate allow- 
ance in the profit factor added to the costs 
to determine the price 

The above method will not satisfy the 
cost accountant who, with logic, contends 
that the cost of fixed assets should be ab- 
sorbed in operating costs over the useful 
life of the assets. A workable compromise 
between the appropriation concept and the 
cost absorption concept could be attained 
by making an annual charge to operating 
cost for use of property, plant and equip 
ment; then, if the appropriation deter 
mined by the board of directors exceeded 
that charge, the excess would appear as an 
appropriation of net revenue on the state 
ment of operations, as follows: 


Revenues from sales, services 
and ray lé Me nts 
Deduct 
Operating costs 
Charge for use of property. 
f lant and equipment 


Provision for 


Net revenue fre 


Deduct 


Of imvestment in 


prop 


plant and eguip- 


If a deficit from operations had been 
sustained and the deficit exceeded the 
charge for use, then the charge for use 
should be restored and subtracted from 
the deficit, since there cannot be any re 
covery of investment unless a revenue 
balance remains after payment of operat- 
ing costs. If the deficit from operations 
amounted to less than the charge for use, 
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then only the amount necessary to elimi- 
nate the deficit should be restored. 

After the investment in property, plant 
and equipment has been recovered by the 
combination of charges for use and ap- 
propriations from earnings, the practice 
of making a charge against revenues for 
use could still be continued, provided a 
corresponding credit was made to net 
revenue from operations in determining 
the net profit for the year, as follows: 


sale ‘, 


WMvestments 


Revenues from services 
and 
Deduct 
Operating costs 
Charge for use of property. 
plant and equipment 
Provision for income taxes 


from operations 


Net revenue / 


Add 
Rest of char ge for 
use of property, plant 
and equipment since im- 


} 
YAS 


ALION 


vesitment recovery 


been completed 


CONCLUSION 


hi is the accountant’s responsibility to 
account for monetary values without ad- 
justment to reflect economic values. 

It is the economist’s function to inter- 
pret the monetary facts into economic 
values. 

For the accountant to succumb to the 
pressure that is being brought to bear to 
adjust his monetary figures to economic 
values would make him vulnerable to the 
charge of “cooking” the figures and 
would undo all the efforts that have been 
directed in recent years to building up 
confidence of investors, employes, and 
the public in the published corporate re- 
ports 

The cost accountant’s approach to de- 
preciation whereby equalized annual 
charges are made during the life of the 
assets is illogical in many instances and 
has brought about the inflexible policies 
of the income taxing authorities. 

A more logical approach to the depre- 
ciation problem is the business man’s ap- 
proach of recovery of investment in a 
relatively few years by appropriation from 
Operating revenues remaining after in- 
come taxes. 

It is suggested that the investment re- 
covery philosophy be adopted by account- 
ants and management and the cost ac- 
countant’s arithmetical approach be aban- 
doned, irrespective of the attitude of the 
income taxing authorities. 
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Capacity Can Be Deceptive 


by John-Grederic Lohman 


or DOES NOT have to depend upon 
the analysis of any particular plant 
picture to establish the proofs that within 
our industrial system as a whole a height- 
ened production volume has become syn- 
onymous with increased per unit 
and that a reduced production volume 
tends to effect increases in ef- 
ficiency per unit. 

Probably the most productive period in 
our history can be found in the 1930's 
productive in the sense that output per 
hour reached peaks never attained before 
or, as yet, after. 

The very precipitance of demand cur- 
tailment resulted in the prompt closing 
of marginal plants and the shunting aside 
of marginal equipment within those 
plants which continued to produce at 
all. What volume was available was made 
so only by the narrowing of profit mar- 
gins to such an extent that it was absurd 
to utilize any equipment other than the 
most efficient. The paring of costs was 
positive prohibition to the higher op- 
erating costs and the reduced output of 
the lower rated facilities. 

Conversely, the war period is proof of 
the effects of straining our industrial fa- 
cilities, both human and machine. The 
high productivity of most efficient labor 
classifications, together with the tremen- 
dous effectiveness of technological devel- 
opments, was injured by the mass employ- 
ment of marginal labor and by the return 
to the productive stream of plants and 


costs 


actual 


facilities which, save for the emergency, 
were economically almost useless. It was 
simply a matter of volume and volume 
alone, regardless of how obtained and at 
what cost. 

The dollar consequences are seen in the 
fact that although the value of the Gross 
National Product increased by $102 bil- 
lion from 1940 to 1944 none of this is 
supported by a gain in productivity as 
measured by increased output per hour. 
For at least $31 billion of the increase 
represented higher prices for material, 
$45 billion represented the expansion of 
the labor force by more than a third, 
while $15 billion more resulted from the 
longer work-week. Only the remaining 
$11 billion of the increase can be indexed 
as possibly representing an average in- 
crease in output per hour of 1.5% per 
year which even as a percentage is less 
than the annual increase for any of the 
years between the two wars. But even this 
small gain disappears and is converted to 
an actual decrease in productivity per 
hour if (as is generally conceded) the 
price level between 1940 and 1944 reg- 
istered an increase in excess of 32%. The 
productive gain over the five years should 
have been slightly more than 10%. 

The fact that there was in all likeli- 
hood no gain at all over the actual period 
can mean only that our industry, while it 
did attain the necessary total produc- 
tion, did so with the help of a hich per- 
centage of marginal equipment of which 


JOHN-FREDERIC LOHMAN here presents the second 
section of a two-part article on capacity and volume pro- 
duction, the first having appeared in last month’s issue. 
Mr. Lohman is associated with the management consult- 


ing firm of Hubbard, Dilley & Hamilton, In 


c., New York, as 


a specialist in production and distribution costs. Over the 
past 18 years his contacts have been with both American 
and Canadian manufacturers. He is presently spending 
most of his time in the southeastern part of the country 


because of his special interest in that area. 
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The high cost 
of high volume 


the productivity and cost of operations 
was such as to have no economically 
legitimate carry-over into civilian vtiliza- 
tion. 

The extent of obsolete, outworn, in- 
ethcient facilities can only be indicated 
through general percentages. Throughout 
the decade of the '30's, depreciation 
charges exceeded capital expenditure by 
approximately $13 billion with the nat- 
ural enough but penalizing result that 
whereas in 1929 two-thirds of all pro 
ductive equipment was more than 10 years 
old, by 1939 this proportion had risen to 
the level of three-quarters of all facilities. 

This is all the more alarming in the 
light of several reputable surveys which 
during the latter part of that decade re- 
ported that from 50 to 60% of total 
equipment was absolete, outworn, and in- 
efficient. 


On top of this followed the war 
years in which the textile, apparcl, leather, 
paper, food, lumber, stone, clay, and glass 
fields literally starved for new cquipment. 
Vast and prodigious sums went into such 
fields as metal and metal products, 
chemicals, petroleum and coal extractives, 
but much of this equipment was highly 
specialized and usable only in war pro- 
duction or was badly located in reference 
to peacetime economy while some was in- 
ferior in design and quality. 

At the end of the war most of the non- 
war manufacturing fields were left with 
equipment already old in 1939 but which 
had been subjected to the extreme wear 
of the intervening years and whose in 
efficiency and marginality was probably 
more than $40 billion in replacement ar- 
rears at the barest of minimums. 

And with this type of equipment, in- 
dustry attempted to fill tremendous peace- 
time demands. Productive waste, trans 
lated into steepening costs, was inescap 
able throughout the entire industrial struc 
ture. Something akin to the Keynesian 
accelerator factor stoked the rise in ma 
terial prices as that material passed up- 
ward through the various strata from the 
mine mouth to the ultimate consumer 
with each fabricating level contributing 
its own percentage of production waste. 

Our amazing capacity for war produc 
tion is not, by any means, the same thing 





as our industrial capacity for peacetime 
production. There is simply not enough 
efficient equipment distributed throughout 
the network of plants as a whole to war- 
rant the economical production of the 
volume which has been demanded since 
1945 by our peacetime society. 

For a large portion of these increased 
unit costs, industry must accept respon- 
sibility itself and not pass all the burden 
down the line to labor. For think of the 
fact that within the national picture capi- 
tal goods make up the bulk of the na- 
tional wealth and that approximately 
60% of total capital goods consists of 
productive equipment and machines. To 
say, therefore, that something approach- 
ing 65-70% of those facilities 1s now 
ineficient and worn ts to say that 65-70% 
of the largest single item of our real 
wealth has been allowed to deteriorate 
tragically. In some way these economi 
losses must be made up by the economy 
as a whole. Failure to do so will have 
the ultimate effect of lowering our entire 
standard of living. 


Tue goal which industry must reach 
is the synthesis of “depression” produc- 
tivity with the accelerated volume of the 
peak periods. This means that the margin- 
ality of productive capacity must be cut 
to the barest possible minimum. Until this 
is done it is useless to speak of establish- 
ing new plateaus within our industrial 
and social system. On the other hand, if 
such a goal were to be attained, it would 
importantly contribute to the hope of 
smoothing out the depression valleys ot 
the business cycles. 

There appears to be an increasing realt- 
zation by management that cost reduction 
programs must be centered on the physi 
cal fact of equipment betterment. In the 
planning of capital expenditures a greater 
ciphasis is now beginning to be placed 
on modernization and internal improve 
ment of capacity rather than on expan 
sion. According to one recent and highly 
reliable survey, manufacturers plan to al- 
locate 75% of their present or near future 
capital budgets to facility replacement. 
Percentage-wise this compares favorably 
with the average allocation over the 1920 
39 period when only 65% of total ex 
penditures for capital goods was applied 
to replacement. 

But in most manufacturing fields the 
trend effect of the percentage shift ts dis 
sipated by the fact that the overall rate 
ot replacement in terms of total dollars 
to be expended annually still persists in 
registering a definite investment inertia. 

Of the possible $7 billion scheduled 
to be spent for capital goods by manu- 
facturers during 1949, $5.5 billion is 
budgeted for the replacement of obsolete 
equipment. Inasmuch as this amount ts 
equivalent to an equipment turnover once 
in every 18 or 20 years, it is absurdly low 


TRO NITIES: 


In the first installment of this article 
Mr. Lohman considered (a) industrial capacity as a 


issue 


in the October 


variable and (b) illusory aspects of capacity. Among his 


conclusions were: 


1) The difference between economic and technical ca- 


pacity is ultimately one of controllable costs. 


2) The dynamic shifting of economic productive capacity 
over both the short 2nd the long term must be continuously 


analysed for control and cost reduction purposes. 


3) The increasing marginality of rated machine capacity 


is detrimental to both production and cost structures. High 


productive effectiveness is based on the clear definition and 


close adherence to constructive policies of machine analysis, 


co-ordination, and replacement, the engineering phases of 


which should be monitored by controller functions. 


4) Because units costs tend to increase as facilities are 


utilized in excess of rated capacity, etc., it is frequently pos- 


sible to obtain higher profits and higher turnovers of working 


capital through actual reductions in production schedules. 


5) Many cost installations are rendered fallible in the 


initial determination of a burden base through the non-critical 


application of a “normal” plant capacity. Production costs 


derived from excessive utilization of marginal equipment 


can be deceptive and illusory. 





And this becomes especially so when it 
is considered that for the most part de 
preciation rates absorb the purchase cost 
within the first 10 years of the machine's 
life. It remains, therefore, that from the 
aspect of accounting for profit replace 
ment budgets should be almost double 
the dollar amount which current and 
anticipated expenditures call for. 

Whether changes in depreciation al 
lowance for tax purposes will induce 
Management to raise their equipment 
budgets is an interesting question and 
should be thoroughly explored by both 
industry and the tax-making bodies 

In a great many cases, however, the 
mere matter of replacement alone may not 
be suthcient regardless of the amount in 
volved. The purchase of new equipment 
to replace out-moded machines within an 
agglomeration of other machines will 
probably bring about some improvement 
in efficiency and cost reduction, but the 
degree of such improvements will be 
small compared with equipment pur- 
chases made in line with dynamic policies 
of overall machine coordination 

The high percentage of manufacturing 
equipment which must be replaced in 
order to bring down direct product costs 
could only have been brought into exist- 
ence by influences which must be cor 
rected 
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One of these influences has been that 
despite technical know-how in some in- 
dustries, in too many of our industrial 
plants machine planning has not been 
adequately organized and the cost savings 
consequent upon such detailed planning 
has not been realized. 

But principal among these influences is 
the general business optimism or _pes- 
imism of the moment. The pervasive 
effect of top managerial psychology, 
whether justifiable or not, has had a far 
greater weight upon the varying volume 
of capital expenditure than any technical 
and engineering potentials. Ultra-con 
servatism springing from uncertainty and 
fear of the future has fostered the re 
tention of the status quo. 


Bi r the real genius of Americen ad 
ministrative leadership lies in the hands 
of the comparatively few men who are 
able to see clearly the contagion that 
breeds fear and inertia and who are able 
to forge ahead as creators of prosperity 
Not all of this handful of administrators 
ire to be found in the larger corporations. 
And this is healthy because it is probable 
that the small and the medium-sized com 
panies have a greater area of growth in 
front of them than ever before if they but 


(Continued on Page 530) 
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“Spend Money to Save Money” 
Attitude Is Found Widespread 

Increased expenditures on modernization and expansion 
of plant and equipment, additions to staff in order to in- 
tensify engineering and research efforts, as well as many 


other money “‘outlay’’ programs are being undertaken to 
reduce factory costs, according to a survey on business prac- 
tices conducted by the National Industrial Conference 
Board. 

Most companies cooperating in the survey consider the 
problem of reducing their costs from two points of view. 
An immediate “housekeeping” effort is being made by 
these companies to eliminate waste and duplicate effort, 
weed out inefficiencies, intensify effort and increase produc- 
tivity, and take out the frills engendered by the war boom. 

They are at the same time engaged in an overall, long- 
range program which, though presently calling for higher 
expenditures, anticipates greater savings through improved 
techniques, facilities expansion, and new equipment. These 
expenditures, it is considered, “will increasingly point the 
way to profits in the months and years ahead.” 

Standardization was credited for outstanding cost reduc- 
tions by many companies. A number of companies reveal 
considerable interest in the application of quality control 
methods to their operations as a means of effecting cost re- 
ductions. The survey indicates increasing use within the 
company of production planning techniques, time and mo- 
tion studies, hours control, and inventory control. Active 
suggestion and incentive systems are reported as gaining 
wide popularity as a method for improving methods and 


reducing costs. 


More Bonds, Less Stocks Issued 


Corporations on the average raised $539 million a month 
from the securities market in new money in the first six 
months of 1949, according to the National Industrial Con- 
ference Board. 

This continues the upward movement that began in 1944. 
New capital corporate security flotations have continued to 
increase in each successive year. 

While new money issues have increased in total, common 
and preferred stocks continued to decline in relative im- 
portance up to the first of the year, when a slight reversal 
took place. From a high of about 52% of the total in 1945, 
they declined all the way to 15% in 1948, and then recovered 
slightly to 16% in the first half of 1949. The dollar amounts 
showed a similar movement but the high point was reached 


in 1946, one year later. 
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Progress (of a sort) 

How are we doing in the federal government reorganiza- 
tion program? 

According to the Byrd Committee on Federal Economy, 
the first merger of government agencies under the 1949 re- 
organization program added 140 persons to the federal pay- 
roll! 

In a monthly report the Committee stated that the new 
general services agencies, which took over the functions of 
the Federal Works Administration, the Bureau of Com- 
munity Facilities, the Public Buildings Administration, and 
the Bureau of Public Roads, employed 29,702 people in 
July. 

Before they were consolidated, according to the Com- 
mittee, the four individual agencies employed 140 less. All 
this gives pertinence to the cartoon below, reproduced by 
permission from a recent issue of The Saturday Evening 


“The congressional committee checking the Hoover Report 
was in yesterday and, boy, did they have the cryptic 
little smiles!”’ 


“Overtime” for Suggestions? 

Are you encouraging your em ployes to submit new ideas 
through contests or suggestion systems? If so, you may be 
adding to your overtime bill under the Wage-Hour Act. 
according to a bulletin issued by the New York State Bank- 
ers Association, which cited a recent opinion of the Wage 
and Hour Administrator. 

Discussing the problem, the Association pointed out that 
the administrator had not laid down any rules that banks 
could follow with the assurance that they would not be 
abject to the provisions of the act and that each case will 
be decided on its merits. According to the association, the 
administrator has held that there is no categorical answes 
to the question of whether sums paid to employes for sug- 
gestions need be included in the regular rate a definite 
distinction can and should be drawn between the mere es- 
tablishment of an employes’ suggestion box into which any 
employe can drop any suggestion that occurs to him and for 
which prizes will be awarded and on the other hand, 
the announcement of a contest to devise a scheme for a 


bharticular purpose.” 
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IBM ACCOUNTING MACHINES PUT FACTS IN ORDER... 
PROVIDE INFORMATIVE REPORTS ... WHEN NEEDED 


Nothing is so important to efficient business 
administration as the ability to grasp the 
full meaning of situations as quickly as they 
arise. But nothing is so unprofitable as 
unorganized facts, which fail to provide the 
information necessary to meet these situa- 
tions effectively. 

IBM Accounting places you in the best 
position to meet each situation as it arises. 
It does this by means of electronic and 





electric machines which perform a// major 
accounting operations. This equipment au- 
tomatically processes information recorded 
just once in IBM Cards, and prepares finished 
records, analyses, and other documents from 
the same cards—with an accuracy and speed 
far surpassing manual means. 

A demonstration will show you quickly 
how IBM Accounting can be profitably 
applied to your own organization. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 











‘IBM 


World Headquarters Bidg., 590 Madison Ave., New York 22, N. Y. 
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Controllership in Competitive Economy 
Stressed at 18th Annual National Meeting 


a most successtul 
Annual 
Meeting of the Controllers Institute to be 


Referred to by all as 


conterence,’ the first national 
held on the Pacific Coast (September 25 
ontrollers from all 
parts of the country three days of instruc 


8) gave attending 


t10n, Inspiration, dis ussion, and compan 


ionship. From the opening call to ordet 
to the final rap for adjournment events 
moved smoothly along at a high plane of 
All sessions were well attended, 
ind the 18th Annual Banquet, held in the 
Hotel on Tuesday 


overtlowed 


intcrest 
St. Francis evening 
September into the bal 
conies and loges of the spacious Colonial 
Room 

The selection of San Francisco as the 


convention city for 1949 and his own 


THE CONTROLLER 


designation to head the Institute for the 
coming year were heralded by the incom 
ing President—Wm. Herbert Carr, Vice 
President and Treasurer of California 
Packing Corporation, San Francisco-—as 
recognition of West Coast business and 
of the Institute's rapidly growing mem 
bership in this section of the country 

Speaking at the opening luncheon, im 
mediately after his election by the Board 
of Directors, Mr. Carr added 
a declaration by our membership that the 
Institute 


It is also 


Is NOW In every sense a national 
organization, serving business and indus 
I believe it will be 
so interpreted by business men, by the 
public, and by the representatives of gov 


ernment agencies in Washington 


try trom coast to COast 
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Calling on the Institute to continue its 
present effective and authoritative govern 
mental relations, Mr. Carr also under- 
scored the organization's “clear responst- 
bility” to help educate tomorrow's business 
men. As he pointed out, “these men, 
now youngsters, will have to work with 
and utilize the services of controllers as 
they progress, and some of them will be 
employed in controllers’ offices. With the 
ooperation of the Controllership Foun 
dation we have made a good start in this 
tield during the past year. The cost in dol 
lars is small; the returns to business, over 
the long haul, can be great. I strongly 
advocate continuation of this vital work.’ 

One step which the Institute could take 
in that direction was outlined by a speaker 
at one of the technical sessions, Dr. Clif- 
ford E. Maser, Dean of the School of 
Business and Technology, Oregon State 
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College, who urged that the organization 
help install—and financially support— 
“aimed executive and management pro- 
grams in higher education for controller- 
ship" at schools of business administra- 
tion. ‘Controllers, assistant controllers, 
and men being groomed for controller- 
ship,” Dr. Maser declared, ‘should be 
sent to these executive programs or insti- 
tutes with time allowed for the training 
and expenses paid. This would provide 
the stimulus needed by men in higher edu- 
cation to develop the subject matter and 
research needed in the field. It would be 
ot great value in crystallizing standards 
and a professional approach to the con- 
trollership function.” 

Characterizing the controller as the 
“key to profits” for his concern, J. P. 
Margeson, Jr., Executive Vice President 
of the International Minerals & Chemical 
Corporation, Chicago, told how the con- 
troller’s role in that capacity is reinforced 
by such problems as control of excessive 
maintenance costs; relation of advertising 
and sales promotion expenditures to sales 
potentials; overtime in production, down- 
time on machines; poor accounts receiv- 
able and inventory turnover, etc. The 
speaker cited ways in which the controller 
can take part in profit-planning for his 
company and put their technical knowl- 
edge to better use. 

"Study the sales, production, purchas- 
ing, finance and other policies of your 
company and form an opinion as to what 
these policies should be,’ Mr. Margeson 
advised. “Know the organization thor- 
oughly: if organization lines are not 
clearly drawn, see that they are. Visit and 
inspect the properties of the corporation. 
Become better acquainted with the execu- 
tive personnel with whom you are asso- 
ciated, and seek to gain their confidence. 
Of course, make sure your own house is 
in order before seeking to solve the prob- 
lems of others. Use the budget system as 
your entering wedge into the general 
management circle. Sell yourself to the 
key executives above and below you by 
helping them make their decisions intel- 
ligently by using the facts and ideas which 
you possess. 

“Remember, 


the speaker concluded, 


“management is the science of making 
men, not breaking them. You will build 
up yourself by building up others.” 

Another speaker who analyzed the con- 
troller’s function was Verne Breiten- 
bucher, Vice President in charge of sales 
at M & M Wood Working Company, 
Portland, Ore., who visualized the con- 
troller as “the balance wheel of manage- 
ment.” According to this executive, the 
controller is in the best position to see 
the business in all its aspects and to judge 
the inter-relation of each element and its 
contribution to the ultimate goal—an 
adequate return on investment with due 
regard to the conservation of assets. 

“The controller has two choices,’ Mr. 
Breitenbucher said. “He can look upon 
the factual flow of transactions with a 
cold professional eye which sees figures 
and their relation to a balance sheet. He 
can be concerned with their minute ac- 
curacy and their theoretical relativity, and 
wind up his days as an excellent book- 
keeper. On the other hand, by a simple 
change of mental attitude, he can look 
upon these figures as a living, vibrant ac- 
count of the life’s blood of the business 
He can breathe life and meaning into 
them, so that he and all his fellow execu- 
tives move with increasing accuracy and 
intelligence in performing their respon- 
sibilities. In order to accomplish this re- 
sult he must project himself mentally 
into the other fellow’s job and produce 
action figures in the other fellow’s lan- 
guage. That means he must turn sales- 
man. In this sense the present need is 
education in the obvious, rather than in- 
vestigation of the obscure.” 

A three-man symposium on industrial 
relations brought together the viewpoints 
of management, labor, and the public 
interest. Speaking for the first, Almon E 
Roth, President of the San Francisco Em- 
ployers Council, praised the Taft-Hartley 
law and opined that, while an increase in 
strikes might occur during 1949, there 
would not be as many as might have 
happened had the law not been in effect. 
On the other hand, he pointed out, there 
were shortcomings in the law, notably 
in the curbing of “national emergency’ 


strikes and in reducing the power of labor 
leaders. 

“The current increase in the number 
of strikes,” the speaker declared, ‘‘un- 
doubtedly is due to the fact that, with 
changed economic conditions and the 
threat of a business recession, employers 
have stiffened their resistance to union 
demands. The days when employers were 
willing to buy industrial peace at any 
price are over. 

Speaking for labor, Ralph Chaplin, 
lecturer and author, of Tacoma, urged 
that American wage-earners and em- 
ployers combine forces to overcome the 
police state. ‘We know that forces are 
at work in our hitherto free world,” he 
averred, “which are striving ceaselessly 
to make our American free economy first 
unproftable, then unworkable. We know 
that the communist police state, the 
socialist or semi-socialist welfare state, 
eventually mean curtains—iron curtains 
for labor and management alike. Any 
rational and practical system of industrial 
relations must start with consideration of 
ways and means to circumvent or avoid 
the tactical and ideological booby traps 
which communists and their dupes pre- 
pare for the unwary. 

“The Model ‘T’ conference table ts 
still miles behind the government-san< 
tioned picket line and the jet-propelled 
Marxist world revolution. We know less 
about the mechanics of labor-management 
relations than we do about the mechanics 
of capitalistic production. We have mas- 
tered the art of getting a maximum return 
for a given installation of machinery, but 
we stand helpless before any alien-minded 
demagogue determined to bring that ma 
chinery to a standstill. 

“There are more of us in the unions 
than you imagine who have grave mis- 
givings about imported economic and 
social theories and the kind of human be- 
havior which grows out of them. We are 
not anxious to hop out of the frying pan 
of free enterprise into the fire of com- 
munism or socialism, or any combination 
of the two camouflaged as the Welfare 
State.’ 

According to Robert D. Gray, Director 
of the public relations section of the Cali 


Officers and directors of the Cont-ol'ers Institue sit at a doube head table ot the 1&th Annucl Banquet 
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The Institute's new president, 

Wm. Herbert Carr (third from right), 
is applauded into office by 

Christian E. Jarchow, 

Roy L. Pratt, K. Y. Siddall, 

W. H. Beekhuis, Harry R. Lange 
Frank J. Carr, E. W. Burbo!t 


Dr. H. B. Kirkland 
cautions controllers 
on heart health 


fornia Institute of Technology, who spoke 
for the public interest, there are three 
major trends which obstruct the goal of 
(1) the 
increasing participation of government in 
industrial relations; (2) the pressure for 
collective action or industry-wide bargain- 
ing; (3) the development of restrictions 


more production at lower costs 


on production 

We cannot increase the production of 
goods and services when there are restric- 
can be employed in a 
may 


tions as to who 


plant, as to how hours he 
work, as to what is to be produced, and 
how much.” Protessor Gray advised. “We 


have legislation to prevent restriction of 


many 


production by employers; we need legis- 
lation to prevent restriction of production 
by employes. We must guard against re 
striction of production imposed by gov- 
ernment. No restriction of production can 
public interest, no matter 
yackage looks when it 


ever be in the 


how attractive the 


| 
is dressed up for sale to the public. 
The labor relations expert also named 


three positive trends: (1) increasing rec- 
ognition of the individual employe; (2) 
that relations does 
more of employer 


realization industrial 
deal 
employe relationships than mere collec- 
(3) better communication 


and understanding between an employer 


with aspects 


tive bargaining 
; 
and his own employes. 


such 
was the 


communication 
topic of an 


One aspect ot 
the annual report 


THE CONTROLLER 


address by Roderic Olzendam, Tacoma 
public relations counselor. Pointing out 
that European capitalism has always ad 
dressed its annual reports to the limited 
few and vanished, Mr 
Olzendam predicted a similar end for 
capitalism here if the annual report con- 
written solely for stock- 


now has almost 


tinues to be 
holders 

The time for American capitalism to 
stop talking to itself in annual reports ts 
today,” Mr. Olzendam exclaimed. “The 
potential audience for the annual reports 
of American industry is huge—' We, the 
people’—-149 million of us. We are ready 
to listen, eager to learn. But we are sus- 
picious of your reports. ‘We, the People 
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do not read your reports. We don’t know 
how. Use our language, not yours, and 
we will hear you.” 

To correct this situation, Mr. Olzendam 
suggested that the Institute appoint a 
small committee of controllers (1) to 
simplify and standardize annual reports 
from coast to coast; (2) to break down 
annual reports into monthly reports for 
popular distribution; (3) to present a 
specific plan to industrial companies 
which will show them how to relate their 
reports to their own employes, their local 
schools, colleges, and communities. 

“Gearing the Controller's Department 
to a Competitive Economy” was the theme 
of remarks on cost reduction by Frank 
Wallace, principal in McKinsey & Com- 
pany, Chicago. Tracing the shift-over 
from a seller's to a buyer’s market, Mr. 
Wallace told how minor reductions in 
volume and minor reductions in prices 
often make a deep cut into profits. 

“We are emerging from a period,” Mr 
Wallace explained, “in which the ability 
to make profits has been dependent pri- 
marily on ability to get materials, ane 
and productive capacity. We are entering 
a period in which the ability to make 
profits is more dependent on manage- 
ment skill. This places greater emphasis 
on the controller as chief-of-statf of his 
company. He directs the flow of informa- 
tion on operating results. The controller's 
creative responsibility for analysis and in- 
terpretation of the figures must be geared 
to a competitive economy. There will be 
greater need for this assistance at all 
levels of management—from the foreman 
to the chief executive.” 

This subject of cost reduction through 
controllership techniques also found ex- 
pression at some of the Industry Confer 
ences, which were a popular feature of 
the convention. 

For example, at the Electrical Manu- 
facturing Industry Conference, L. M 
Nichols, Comptroller of General Electric 
Supply Corporation, Bridgeport, Conn., 
told how distribution could be 
lowered. One method he outlined in 
volved converting relatively unprofitable 
commodities into sources of profit by re 
ducing finished-goods inventory, sim 
plifying the line, repackaging the product, 
selling on consignment, changing the 
channels or distribution, increasing or 
lowering the price, or by expanding or 
contracting advertising and promotion. 

Unprofitable customers, Mr. Nichols 
pointed out, might be handled in the fol- 
lowing ways: ‘Try to sell the full line to 
customers who are relatively unprofitable 
because of adverse selection of purchases. 
Induce the distributor, where other con- 
ditions are feasible, to concentrate on the 
seller's products. Instruct salesmen to call 
on certain customers less frequently, or to 
solicit them by mail or telephone. Elimi 
nate promotional assistance, such as dem- 
dealer- 


costs 


onstrators, missionary salesmen, 
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aids, and so on. Finally, place salesmen 
on a commission basis.” 

The speaker also outlined ten ways to 
reduce to small order sizes, 
including reduction of service on small 
orders, development of smaller packages, 
levying a handling charge for all orders 
below a minimum size, etc. 

At the same meeting John D. Grayson, 
Comptroller of The Magnavox Company, 
Fort Wayne, Ind., emphasized the im- 
portance of sales forecasting in budgeting 
for profits. 

“The first function in deriving divi- 
dends is to sell properly,” Mr. Grayson 
observed. “By the forthright use of a 
sales budget, profitable items will be 
pushed. A realistic sales forecast will en- 
able management to arrange finances ac- 
cordingly and make material commitments 
which will avoid production delays and 
act as a general guide toward advertising 
allowances. All this leads into the ex- 
tremely important factor of merchandise 
turnover, which, of course, is a primary 
factor in any well managed business. 

“I know of no company which has 
successfully weathered the storm in this 
tight competitive economy without the use 
of a budget—and a sales forecast is the 
fundamental budget upon which all other 
budgets are based.” 

Social security and other benefits are 
increasing as a cost factor, according to 
Thomas L. Evans, chairman of the Insti- 
tute’s national Committee on Social Se- 
curity, and Treasurer of J. N. Adam & 
Company, Buffalo. Mr. Evans analyzed 
the bill now before the House of Repre 
sentatives, estimating that the ultimate 
cost of retirement benefits, disability pay- 
health 1n- 
may 


losses due 


ments, cash sickness benefits, 
surance, employment msurance, etc., 
be in excess of 25% of pay rolls. 

While it is to be expected that social 
security will be expanded with the passing 
of time,” Mr. Evans stated, “we should 
be aware of the fact that if the program 
is allowed to become over-extended and 
unbalanced it can become a major factor 
in bringing about socialism or a welfare 
state. We are faced with the problem, 
not ot eliminating social security, but 
rather of developing its program in line 
with our concepts ot private enterprise 
and a free economy. 

The reduction and elimination of eco- 
nomic barriers between the west and other 
areas of the country was the burden of an 
appeal by T. S. Petersen, President of the 
Standard Oil Company of California, San 
Francisco. In his paper, which was read 
during his absence by W. H. Beekhuis, 
Secretary of the company’s Executive 
Committee, Mr. Petersen told how freight 
rates had increased, and thereby empha 
sized the differential in favor of eastern 
producers 

‘I don't think these economic barriers 
are absolute, Mr. Petersen avowed. 

They can be solved, so that there will be 


an even flow of ethciently produced met 
chandise from one section to another 
Capable management will facilitate the 
flow of goods to people, so that the 
east and west alike may benefit more fully 
from the other’s economy. This the bust 
ness man does by developing new prod 
ucts, by markets, and by 
delivering those products to those markets 
more ethciently 

A warning to controllers to avoid over 
for the sake of 


B. Kirk 


entering new 


exertion and 


their health, was sounded by H 


pre ssure 
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Dr. Robert L. Johnson 
tells the Banquet audience 
about the accomplishments 

of the Hoover Commission 


Professor Stan'ey S. Surrey 
reports on the work 

of the Advisory Tax 
Mission to Japan 


land, M. D., Associate Medical Director 
of the Pradential Insurance Company of 
America, Newark, N. J. “We must recog- 
nize one factor which is clearly under- 
stood,”’ he said, “‘about health and blood 
vessel disease, which ts Health Enemy 
Number One 
influence of the pressure of living 

in play 


That factor ts the adverse 


pressure in business, pressure 


This pressure does not cause the actual 


conditions which lead to disaster, but it 
definitely and seriously accentuates them 
It is the one thing of which we are ab- 
solutely If you don’t relax, you are 
heading for trouble 

At the 18th Annual Banquet Dr. Rob- 
ert L. Johnson, President of Temple Uni 
versity, Philadelphia, and a member of 
the Hoover Commission, reported on the 
latter s achievements and told why con- 
trollers should get behind passage of the 


sure 


various bills for government economy and 
reorganization 
Russian possession of the atomic bomb 
re-emphasizes the need for federal re- 
organization and economy,” he declared. 
Less than ever can we afford lack of or- 
ganization and waste. Russia's best chance 


for victory in the cold war remains that 
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‘The first business book digest in a series 

be published by the Foundation for 
the information and convenience of 
controllers. Selected by the ‘Trustees after 
a preference vote among the members 


of the Controllers Institute of America. 
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of forcing us to bankrupt ourselves. As 
never before, every penny for defense and 
all other “pas sie must be wisely spent 
Improved budgeting and accounting legis- 
lation will be one prime objective of the 
Citizens Committee drive at the next ses- 
sion of Congress.” 

Professor Stanley S. Surrey of the Uni- 
versity of California School of Juris- 
prudence Biss: on the work of the 
Advisory Tax Mission to Japan, of which 
he was a member, which made a complete 
study of taxes in that country at all levels 
of government and which recommended a 
thorough overhauling. “The work of the 
Tax Mission and its conclusions,” he 
said, “indicate the paramount importance 
of our keeping tax administration in the 
United States at a very high level. We 
must be constantly alert to improve- 
ments. 

As in past years, selected papers will 
be published in booklet form or printed 
in LHE CONTROLLER. To insure an ac- 
curate transcript, the proceedings of all 
general sessions, luncheons, and the 
banquet were recorded by courtesy of the 
Audograph Company. 


Capacity Deceptive 
(Continued from Page 523) 


grasp the opportunity creatively and well. 

Yet the genius of leadership cannot be 
based on intuition. Its logic of action 
must be supported by tangible and estab- 
lished fact. Facts, in other words, must 
be made more available. The more facts 
there are, the less mere administrative 
opinion will have its effect. 

It is, therefore, the prime function of 
the controllers and the engineers to strip 
away the febric of opinion by the most 
constant, rigorous, scientific analysis of 
the economic implications within every 
manufacturing situation. The more crea 
tive, the more forcefully dynamic, and 
perhaps the less restricted by traditional 
methods these men are the greater will 
be their benefits to administrative efforts 
in particular and to our industrial and 
social system in general. 

They are today responsible for the in- 
vestment planning of many billions of 
dollars convertible into the largest single 
item of the nation’s real wealth. Both the 
rate of that investment and the full ap 
preciation of the engineering precision 
behind that investment will be impor- 
tantly instrumental in bettering our na 
tional standard of living. Excessive timid 
ity and the lack of engineering application 
to this specific field of industrial research 
will result in the cumulative weakening 
of our entire economic structure. 

In the hands of the controllers and the 
engineers lies the responsibility of elimi 
necting the progressive marginality which 
has been settling down upon the indus 
trial system over the past 20 years. 
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Operators glow with pride over specd records racked chine work faster: payrolls. accounts receivable, 


up with this foremost of bookkeeping machines! accounts pavable, sales and inventory analysis 


That's because they knock out the payroll filts /} with anv desired breakdown or distribution. 





percent faster with this remarkable machine. [t's And beauty too— The boremost Bookkeeping 


the “one shot” writing of several related records Machine is strikingly smart in its sleck, functional 


that makes payroll work an absolute breeze. In one design and distinctive greyv-tone finish added 


simple operation vou insert statement of carnings, reason for its appeal to owners and operators. 


payroll check and employee carmings FECOFE-. ss For appearance . for cfhciency, it’s vour top 


type your items rapidly on the finger-fitted key buy. See it at Remington Rand today. 


board with the single set of touch-method numeral 
YOURS ...FREE FOR THE ASKING— Illustrated brochure 


describes the advaiitages of the Foremost Bookkeeping Machine 


kevs and it’s complete, Not pay ts printed and 


omputed automatically —vou're ready lor the next : ; 
CORIPOE aa in detail—shows how you can 


employee record in scconds! really save on accounting costs. — 
Phone your Remington Rand v4 . 
itd mapa 


Phe Foremost Bookkeeping Machine is the 
oftice for ‘*Fashioned for Busi- PEL ats a gs a 
ay 


ultimate in accounting machines — a completely U8tharey 


, 


ness Administration’’, 
electrified, lightning action, automatically operat- to Remington Rand Ine., 


ing performer that docs a// your accounting ma- Dept. CR-11, New York 10. 


e 
Accounting + Tabulating and 
MANAGEMENT CONTROLS DIVISION 


or write 


titiypiyy 





Controllers Institute of America, 1949-1950 





President 

WM. HERBERT CARR 
California Packing Corporation 
San Francisco, Calif 


Chairman, Board of Directors 

K. Y. SIDDALI 

The Procter & Gamble Company 
Cincinnati, O 


Vice Presidents 

EpWIN E. BALLING, JR 
Latchford-Marble Glass Company 
Los Angeles, Calif 


HERMAN W’. Boozer 
Georgia Power Company 
Atlanta, Ga 


WILLIAM L. CLARK 
Buffalo Electric Co., Inc 
Buffalo, N. Y 


S. CHAPLIN Davis 
Baltimore Salesbook Company 
Baltimore, Md 


WALTER B. GFROULD 
A. G. Spalding & Bros., In 
Chicopee, Mass 


J. R. MULVEY 
Humble Oil & Refining Company 
Houston, Texas 


» LAWRENCE G. REGNER 
Briggs & Stratton Corpora 
Milwaukee, Wis 


Victor C. SEITER 
Citizens Gas & Coke Ut 
Indianapolis, Ind 


ARTHUR SURKAMP 
United States Rubber Cor 
New York, N. ¥ 


Treasurer 

L. W. JAEGEE 

Avon Allied Product 
New York, N. ¥ 


Assistant Treasurer 
Epw arb C. Hot 
The American Brake S! Con 


New York, N. ¥ 


Managing Director 
WALTER MITCHELL, JR 
One East Forty-Second St 


New York, N. ¥ 


Assistant Managing Director 
PAUL HAAst 

One East Forty-s 

New York, N. ¥ 


Directors 
In addit 
Board, and \ 


Liste W. ADKIN 
Adkar Mimeogray 
New York, N.Y 


WILLIAM AITKE> 
Falstaff Brewing ¢ 
St. Louis, M 


ANDERSON 
{Oil Company (New 
tk, N.Y 


JAMES ( 
Standat 


New ¥ 


THOMAS W’. Be 
The Cur Pres 
Chicago, Ill 


552 


ALDEN C. BRETT 
Hood Rubber Company 
Watertown, Mass 


FRANK S. CAPON 
Canadian Industries Limited 
Montreal, Quebec, Canada 


THOMAS P. CARLFyY 
The Englander Company, Inc 
Chicago, III 


J. H. CLAWSON 
Puget Sound Power & Light Company 
Seattle, Wash 


LyMAN L. Dyer 
Lone Star Gas Company 


Dallas, Texas 


JAMES B. FENNER 
The Electric Auto-Lite Company 
Toledo, O 


ALLEN LESTER FOWLER 
Day & Zimmermann, Inc 
Philadelphia, Pa 


E. I. GERHARD 
The Meteor Motor Car Company 
Piqua, O. 


Harry C. GRETZ 
American Telephon 
New York, N. Y 


& Telegraph Company 


WALTER R. HUMMEI 
Campbell, Wyant & Cannon Foundry 
Muskegon, Mich 


Company 


WARREN A. JEFFORDS 
American Lava Corporation 
Chattanooga, Tenn 


OweEN T. JONES 
American Trust Company 
San Francisco, Calif. 


FRANK KLEIN 
Worthington Pump & Machinery Corporation 
Harrison, N. J 


VINCENT C. Ross 
Prentice-Hall, Inc 
New York, N. Y 


GEORGE W. SCHWARZ 
Wyandotte Chemicals Corporation 
Wyandotte, Mich 


PuHitie W. ScoT1 
Athliated Gas Equipment, Inc 
Cleveland, O 


PAUL E. SHROADS 
National Stee! Corporation 
Pittsburgh, Pa 


J. NORVELLE WALKER 
Royal Oil & Gas Corporatic 


Philade Iphia, Pa 


PAUL H. WERNICKE 
Minneapolis-Honeywell Regulator Cor 
Minneapolis, Minn 


WILLIAM WIDMAYER 
Guaranty Trust Compan 


vy Trust i f New York 
New York, N. Y 


Chairmen of National Committees 
Admissions 
Ropert L. MACKENZIE 


E.R Squibb & Sons 


Long Island City, N. ¥ 


Budget and Finance 
ALLEN LESTER FOWLER 
Day & Zimmermann, Inc. 
Philadelphia, Pa 


Cooperation with the Government 
O. H. RITENOUR 

Washington Gas Light Company 
Washington, D. C. 


Cooperation with Other Organizations 
FRANKLIN F. BRUDER 

L. Bamberger & Company 

Newark, N. J 


Education 

DEAN LAURENCE H. FLECK 
Southern Methodist University 
Dallas, Texas 


Ethics and Eligibility Standards 

J. H. BARRETT 

The Murray Corporation of America 
Detroit, Mich 


Employment and Placement 
E. B. Nutt 
Pelham Manor, N. Y 


Executive 

VINCENT C. Ross 
Prentice-Hall, Inc 
New York, N.Y 


Federal Taxation 

Oscar N. LINDAHI 

The General State Authority of the 
wealth of Pennsylvania 

Harrisburg, Pa 


Government Procurement Policies 
MILLARD E. PRICE 

Thompson Products, Inc 
Cleveland, O 


Planning 

RoBeErT E. KinG 

Los Angeles Turf Club, Inc. 
Arcadia, Calif 


Profit Control and Forecasting 
HARRY R. LANGE 

Cutter Laboratories 
Berkeley, Calif 


Securities and Exchange Regulation 
MARSHALL C. Roop 

The Davison Chemical € orporation 
Baltimore, Md 


Social Security 
THOMAS L. EvANS 
Albany, N. Y 


Staie and Local Taxation 
EDMUND L. GRIMES 
Commercial Credit Company 
Baltimore, Md 


Technical Information and Research 
Dup ey E. BRowN! 

Lockheed Aircraft Corporation 
Burbank, Calif 


Advisory Council on Federal Reports 
Liste W. ADKINS 

Adkar Mimeograph Corporation 
New York, N.Y 


LEITH V. WATKINS 
Panhandle Eastern Pipe Line Compan 


New York, N.Y. 


ibimieiteidemii aceite et 








7 common-sense reasons for trading in 
typewriters 


Precision writing machine. Royal is the finest 
ever developed. It is, and always has been, designed 


with the operator in mind. 


Typists’ preference. Typists everywhere—those 
who use typewriters day in and day out—prefer 
Royal better than 244 to 1 over any other make. 


Quality of work. Typists know that a letter typed 
on a Royal has that fine, top-notch appearance 
worthy of an executive's signature. 


Action acclaimed. Royal action is universally 
recognized as the finest of them all. 


Ruggedness. Royal's durability is built in. It stays 


on the job longer. Less time out for repairs. 


6. Streamlined beauty. Feast your eves on its soft, 


gray tone that banishes all glare. Imagine how 
modern new Gray Magic Royals weuld look in 
vour office. 
Magic* Margin. This famous Roval ex- 
clusive is the most outstanding operator 
benefit ever invented in the typewriter 
field. Elirainates fumbling with margin 
stops. Position the carriage, flick the lever, and 
margin is automatically set. Remember, Royal 
combines more time-saving and work-saving fea- 
tures than any other typewriter. 


*T.M. Reg. U.S. Pat. Off. 


Try new Gray Magic Royals today! They’re made by the company which 
manufactures and sells more typewriters than anyone else. 


mre @GO GRAY WAGIC KOVAL 


Made by the world’s largest manufacturer of typewriters 











What Research Can Do 


(Continued from Page 516) 


found that management is having to base 
its decisions on inadequate data because it 
does not realize that the information it 
needs can be obtained from the accounts 
without prohibitive cost. Significant facts, 
trends, or ratios may be obscured in a 
maze of voluminous reports. Data may be 
copied indiscriminately from the accounts 
into the reports, without proper analysis 
and interpretation. Costs may be classified 
in an uninformative manner or in an ar- 
rangement that does not lend itself to iso- 
lation of cost elements. In such instances 
the research analyst must view the busi- 
ness side of the problem to which he is 
assigned and place himself in the position 
of the operator. He must ask himself these 
questions: what is the operation? what 
are the principal facts needed to control 
it? how can these facts best be obtained ? 
2. Reduce the time required to place in- 
formation in the hands of management 
In a large organization a few days’ dif- 
ference in the currency of a report may be 
the difference between a handy tool of ac- 
tion and a useless tabulation of numerals. 


Also, in large organizations the release of 
a report is usually the culmination of a 
large volume of clerical operations and a 
lengthy flow of papers. Speed is essential 
ali along the line. This need for prompt 
information must be served, as operating 
decisions frequently cannot await the com- 
pilation of historical costs. The time ele- 
ment may also be important in such mat- 
ters as the payment of obligations or thc 
rendition of reports to government agca- 
cies. 

> Develop the most effective MINI a- 
tion of accounting and office machines 
This is one of the more important objec- 
tives of the research program in a large 
company and hardly needs to be elabo- 
rated on. Because of the importance of 
volume in the deliberation on whether an 
operation should be mechanized, the de- 
cision is frequently one that requires close 
study and a careful weighing of pros and 
cons. It is equally important to avoid over- 
mechanizing and to guard against the 
compromising of sound principles of ac- 
counting in the interest of mechanization. 
Perhaps the most attractive feature of the 
machines, especially the punched-card va- 
riety, is in their added capacity and flexi- 
bility for reporting information to man- 
agement. A very important industrial 
relations factor not to be overlooked is 
the relief of stress and strain on employes 
through the transfer of a large volume of 
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monotonous operations to the machines. 
As the answer to the problem of whether 
to adopt machine methods is frequently 
elusive, the problem is one that requires 
careful research. 

1. Eliminate duplicating, overlapping, 
or unnecessary functions—The extent to 
which this evil can creep into an organiza 
tion cannot be realized until a detailed, 
step-by-step analysis of each operation Is 
prepared. With a high degrce of special: 
zation and division of duties each clerk 
becomes but one link in the overall proc- 
essing chain, and it is difficult for him to 
know exactly what takes place at the othe: 
links. Or he may perform a verification ot 
his own work which he knows will bc 
duplicated further down the line becaus« 
he does not care to have the other clerk 
catch him in an error. In some cases h« 
may perform an operation he knows has 
already been performed because he docs 
not trust the competence of the clerks who 
preceded him. It will also be found that 
useless signatures, approvals, or reviews 
will tend to force their way into this pic 
ture. 

5. Evaluate the organization and t/\ 
location of clerical functions—The prob 
lem here is to review the organization pc- 
riodically to determine that sound princ 
ples of functional organization are being 
employed, that functions are logically 
grouped and properly supervised, and that 
each function is being performed by th 
person or group of persons who are in 
the best position to do so. It may be found 
that an operation is being performed by « 
certain clerical unit because that unit was 
the first to discover the need for certain 
information, even though another part ot 
the organization could perform it with 
less difficulty. Much of this problem can 
be traced to the human inclination of in- 
dividuals to assume as many duties and 
responsibilities as possible. 

6. Speed the flow of papers through the 
organization—The importance of specd 
has previously been emphasized. Only 
through a process of charting the flow ot 
documents can instances of backtracking, 
bottlenecks, and unnecessary handling o1 
delay be pointed up and cradicated. The 
time savings that can be effected through 
this process will often be substantial. 

ye Improve the form and content of all 
records, reports, and forms—-In a research 
project to review accounting systems, It 1s 
possible to develop significant improve 
ments in the layout and presentation of 
forms, records, and reports which may 
frequently be found to be outdated. Much 
of the information contained in a form 
or record may be unnecessary or may be 
arranged in an illogical or unworkable 
design. A new form will often be pressed 
into service to Meet an immediate require- 
ment, with little consideration given to 
layout or sound principles of form design. 
In these cases there is a tendency to in- 
clude too much information in order to be 





on the safe side, and the form may not 
have been reviewed subsequently to make 
improvements. 

8. Eliminate unnecessary reports or un- 
necessary copies thereof; consolidate, 
where practicable, those containing com- 
mon information—This function is closely 
allied to that of forms and reports design. 
Reports, records, or forms that are re- 
quested to serve a temporary need will 
tend to perpetuate themselves. Those that 
have been required on a permanent basis 
may be continued after the operating need 
for which they were originated no longer 
exists. Requests for information may result 
in the origination of new reports, even 
though existing reports could, with ap 
propriate modifications, serve both pur- 
poses. Excess copies may be distributed 
indiscriminately because recipients do not 
inform the originator that the information 
is not needed. A quarterly report might 
readily be substituted for a monthly re 
port. The review of the accounting sys 
tem through research can develop posst 
bilities of these types. 

9. Analyze clerical 
sorting, filing, and posting to assure ef- 
ficient performance—The problem here ts 
omparable with the time and motion fac 
tor in streamlining the assembly line op 
crations of a factory. Although elaborate 
time and motion studies may not be re 
quired for office routines, it is desirable 
that the major routines be reviewed by 
someone who does not participate in the 
operation, to determine whether awkward 
or unnecessary motions are being fol- 
lowed. 

10. Appraise the applied principles of 
accounting—Enough has been said about 
this previously to indicate that the devel- 
opment of accounting policies is consid- 
ered to be one of the most important 
objectives of research. In research projects 
that are aimed primarily at methods and 
procedures, proposed new methods may 
have an important bearing on an estab- 
lished accounting policy, or it may be 
found that an existing policy is not being 
properly executed because of the methods 
in force. On the other hand, such projects 
may reveal that a given policy is inetfec- 
tive or has outlived its usefulness. 

11. Evaluate the system of internal con- 
‘rol—It is elementary that effective inter- 
nal control procedures are an integral part 
of the design of an accounting system. In 
the detailed study of the accounting sys- 
tem it will be possible to apply a control 
yardstick to existing methods and to each 
proposed revision of methods so that con- 
trol procedures can be kept within the 
practical boundaries of calculated risks. 
The research analysts can work closely 
with the company’s internal auditors to 
make available to the auditors analytical 
data that could not be developed in the 
regular audits and test-checking proce- 
dures. 

If the research program succeeds in the 
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realization of these benefits, the control- 
ler may also find that his relationships 
with other departments are being strength- 
ened as a result of better service from the 
accounting organization. 

Now a final word about the selection of 
a plan for placing the program into effect 
This depends so much on the individual 
company that it is difficult to do more 
than mention a few of the factors that the 
controller will want to consider in decid- 
ing on a suitable plan 

Most important, he will have to con- 
sider his own organization and the or- 
ganization of his company and to size up 
the capabilities of personnel available to 
him, the volume and diversity of account- 
ing and clerical functions for which he is 
responsible, the nature of his company’s 
operations, and what he considers to be 
the strong points or weak points of his 
system. 

The first problem will be to decide 
whether he has sufficient potential to jus- 
tify the use of full-time analysts, and this 
will depend largely on the size of his or- 
ganization. Regardless of this decision, 
once the controller has decided to under- 
take a research program I believe it im- 
portant that those assigned to do the work 
be not restricted by other duties and that 
the research activities be given first call 
on their services, whether it proves to be 


a full-time occupation or not. It would 


Yes... vou can get! iailings out promptly 


_ and without overtime... when vou 
own a Davidson Office 
One girl with a Davidson can fold 


500 to 20.000 pieces per 


hour... monthly statements, 
bulletins, price change notices, form 
letters. Any girl can operate a Davidson. 


It’s motor driven 


and it costs less than vou might think 


Even tho you use it only one day a month 


~ Davidson 


it will quickly pay for itself for it will 


do the work of 10 to 20 girls. Want mor 


details? See vour local Davidson Sales 


and Service Agency or write us. 


DAVIDSON MANUFACTURING CORPORATION 
1022-60 West Adams St., Chicago 7, Illinois 


Folding Machine. 


. with automatic feed . . 


seem that only the smaller companies 
would not have enough problems to war- 
rant the use of at least one full-time ana- 
lyst. 

If it is decided that full-time analysts 
are to be used, the next decision to be 
made is how they are to be fitted into the 
organization. Generally the controller will 
have two alternatives. Either the analysts 
can be attached more or less permanently 
to the various accounting divisions of the 
controller's department or they can func- 
tion as a part of the controller's staff and 
be assigned to the accounting divisions in 
accordance with their needs for research 
projects. 

Each of these alternatives has its advan- 
tages. A smoother and more harmonious 
relationship can perhaps be established 
between the research analyst and the other 
accounting personnel under the first plan, 
chiefly because of the human tendency of 
division heads to be more receptive to 
changes advanced from within their own 
immediate organizations Also, it 1s prob- 
able that personnel attached to the ac- 
counting divisions will be less reluctant 
to air their problems and ideas to a full- 
fledged member of their own organization 
than to someone they might regard as an 
outsider. 

On the other hand, 
advantages to this plan which represent 


there are some dis- 


advantages of carrying on the work as a 
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staff function of the controller. Unless the 
controller is certain that all of his ac- 
counting division heads are completely 
open-minded individuals, there is much 
danger that the value of the analysts’ in- 
dependent viewpoint will be sacrificed. 
Aside from this possibility, there is the 
problem of coordinating the activities of 
the several analysts and the probability 
that they will not be able to engage so 
freely in an interchange of ideas. Finally, 
it is possible that specialization in a given 
division does not provide a broad enough 
background to obtain maximum benefits 
from the services of the analysts. The 
broader perspective and knowledge of ac- 
counting systems acquired from the rota- 
tion of assignments and from contacts 
with the various accounting divisions of 
the controller's department and the op- 
erating departments are considered valu- 
able to the research program 

If the second plan is adopted, however, 
the controller must take pains to create a 
climate of understanding and harmony if 
the program is to be carried out effectively 
and without dissension. He must make it 
clear that the analysts are functioning as 
a service unit and that responsibility for 
final acceptance or rejection of proposals 
developed through research, as well as for 
the installation of such proposals, remains 
in the division heads, so far as matters 
usually delegated to the division heads are 
concerned. At the same time, however, 
he can probably expect some situations to 
arise in which the analysts and the divi- 
sion heads will not be able to reach agree- 
ment, and it will be necessary for him to 
provide a means of composing such dit- 
ferences 

Finally, we might say again that the 
controller may not always derive benefits 
from every research project or derive 
benefits proportionate to his expectations 
It May even seem to us that our account- 
ing systems are just about as effective as 
we can make them, but to avoid falling 
into this frame of mind we might consider 
the words of Thomas Huxley: “The rung 
of a ladder was never meant to rest upon, 
but only to hold a man’s foot long enough 
to enable him to put the other somewhat 
higher 

The controller can never really be cer- 
tain whether possible improvements of his 
accounting system are awaiting his efforts 
until he puts those efforts forth. It is not 
likely that what Mr. Edison had to say on 
this subject will be disputed for some 
years to come. 
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New Control Formed 
in Tulsa 


On October 4 a new Control of the 
Controllers Institute of America, head- 
quartered in Tulsa, Okla., was organized, 
the 43rd in the Institute. a 

Meeting in the Mayo Hotel, with J. W. te eer 
Cason, Comptroller of Interstate Oil Pipe cate 
Line Company, 
acting as chair- 
man, the group 
then elected the 
following — off- 
cers: president, 

Mr. Cason: vice 

president, J. B. 

Galbraith, Con- 

troller of Stano- 

lind Oil and Gas 

Company ; secre- 

tary-treasurer, J. W. CASON 

A. R. Beli, ie Controller of Deep Rock 
Oil Corporation; directors, Roy E. Parr, 
Comptroller of Phillips Petroleum Com- 
pany, and Elmer K. Higley, of Public 
Service Company of Oklahoma. 


36 fact-packed pages...a concise, 
clearly written study of the common 
kinds of crime losses (forgery, bad 
checks, sales slip alteration, “inside” 


The second Monday of each month was 
selected as the date for regular Control 
mectings. 

Mr. Cason then appointed chairmen to 
take charge of various Control committees 
R. D. Hiltorn, Auditor of Jones & Laugh- 
lin Supply Company, will head the Pro 
gram Committee, with J. L. Shoemaker, 
of Stanolind Pipe Line Company, while 
Virgil Marshall, of Skelly Oil Company, 
will take charge of the Admissions Com 
mittee, with R. W. Olsen, Treasurer of 
Liberty Glass Company. Publicity will be 
handled by J. M. Sprague, of Carter Oil 
Company, Employment and Placement by 
Charles Klein, of Mid Continent Petro- 
leum Corporation, with L. W. Bennett, of 
Sunray Oil ¢ orporation 

Also present at the meeting were P. M 
Johns, of Noble Drilling Company, and 
M. R. Renfrow, of National Bank of 
Tulsa. Representing the national ofthce of 
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theft, cash register manipulation, bur- 
glary and many more), together with 
the best methods of preventing them... 
the book that’s hailed by businessmen 
and educators everywhere as one of the 
best organized and most useful manuals 
ever published on this important subject. 


ahd this...Crime Loss Bulletins 


Bi-monthly for two years you will re- 


ceive bulletins containing summaries of 


actual crime loss cases from Continental 
Casualty Company's claim files—how 
much was stolen and in what manner, 
who was guilty, how the crime was 
discovered and how the loss could have 
been prevented. Many of these case 
histories could happen again—right in 





the Institute was Walter Mitchell, Jr., 


your own firm. Reading them will put 
Managing Director ? ‘ 


you on your guard, Save you money. 


Federal Tax Forum to Hold 
Annual Dinner This Month 
On Thursday, November 10, the Fed- 
eral Tax Forum, Inc., will celebrate its an- 
nual Federal Tax Dinner at the Roose- = = Seeeeceeeeeeecq 
velt Hotel, New York City. The Hon. —— a 
Thomas J. Lynch, General Counsel of the phages, splat 
Treasury Department, is guest of honor, 
and Roswell Magill, Esq., will make the 
principal address. Name =_ — 
The Hon. George Schoeneman, Com- 
missioner of Internal Revenue, will head 
the list of other government officials, in- 
cluding local Collectors of Internal Reve- 
nue and Internal Revenue Agents in 
Charge, who will be guests of the Forum. 
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ADVANCED ACCOU 
B. Kester. The R ynald Press 


pany, New York. $5.00. 


Com- 


Reviewed by C. M. AHEARN, Assistant Con- 
troller, The Colorado Fuel and Iron Cor- 
poration, New York. 

This volume is the fourth edition of 
Dr. Kester’s book designed for use in the 
second of a collegiate accounting 
curriculum. The dithculty of providing 
suitable material for such curricula is em- 
phatically noted in the preface. The de- 
sirability of more active participation by 
practicing accountants in the preparation 


year 


of course material is also noted. 

Unlike a great many other collegiate 
texts which concentrate on the profes- 
sional aspects of accounting, “Advanced 
Accounting” has as its aim “‘a more thor- 
ough grasp and broader understanding of 
the essential problems of accounting prac- 
tice, for use in preparing for a general 
business career as well as for the profes- 
sional field.” 

The first four chapters analyze the in- 
fluences affecting accounting principles; 
the groups which look to statements for 
information about their interests; the in- 
formation supplied to such interests and 
a logical analysis of the philosophy of 
determining what items are to be admit- 
ted to the balance sheet; the values at 
which they are to be admitted; and how 
they are to be stated 

The inevitable difficulties of distin- 
guishing between capital and revenue ex- 
penditures are masterfully presented. 
Measurement in accounting, the inherent 
problem of what is cost, the source of 
measurement data, and the application of 
such data to balance sheet items are 
analyzed in logical sequence. The func- 
tions, classifications and techniques of 
balance sheet accounts, and the use of 
footnotes highlight the chapter on the 
presentation of data 

Similar treatment is accorded the State- 
ment of Income Operations in the fourth 
chapter. 

Chapters 5 through 19 review the in- 
dividual accounts on the balance sheet 
from cash to capital stock analyzing item 
by item to determine its admissibility to 
the balance shect; the method of measur- 
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ing monetarily items admitted; and the 
accepted method of stating them. 
Surplus and profits—their sources, uses 


and presentation of their component ele- 


ments 
chapters. 

Analysis of consolidated 
problems consumes five chapters, explain- 
ing in detail the various method of com- 
bining business enterprises and the ac- 
counting principles involved. 

A chapter on reading the balance sheet 
concludes the text section. Ample prob- 
lem material correlated to the text by 
chapters 1s also contained in the book. 

Like all Dr. Kester’s texts, this volume 
is clearly and logically written. Each 
principle is presented as a problem attect- 
ing the statements; the various influences 
affecting the problem; the suggested solu- 
tions and analysis of their effect; and 
finally the preferential method supported 
by reasons is the method used by the au- 
thor. The illustrations are easily followed 
and very frequently are drawn from pub- 
lished statements of such corporations as 
General Motors and E. I. DuPont de 
Nemours. 

To seasoned accountants, public or 
private, the first four chapters are urgently 
recommended. Reading again the pres- 
entation of the purpose, use and scope, 
and influence of accounting statements 
is similar to re-examining the basic phil- 
osophy behind any business enterprise. 
Analysis of the equities of contributors 
of values to the balance sheet should be 
re-read periodically. 

On the currently controversial issue of 
basing depreciation on excess replacement 
cost, the author is quite specific in his 
stand. “Depreciation primarily refers to 
a decrease in service capacity, such de- 
crease being due to certain well recognized 
causes of which change in market value 
is not one.” 

As in previous editions, concentration 
is on the balance sheets. The recent accent 
on the income account is not recognized 
by expanded treatment. 

The text, in the opinion of the te- 
viewer, is one which belongs in the li- 
brary of all accountants who wish to have 
logical and authoritative source material 
for the solution of perplex accounting 
problems. 


are presented in the next five 
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INTERMEDIATE ACCOUNTING, 
Revised Edition. By George Hillis 
Newlove, C. Aubrey Smith, and John 
Arch White. D. C. Heath and Com- 
pany, Boston, $5.50. 

Reviewed by OSWALD NIELSEN, Associate 
Professor of Accounting, Stanford Uni- 
versity. 

Since this is strictly a textbook one may 
well question the necessity for directing 
attention to it in the pages of a journal 
published for men beyond the academic 
stage. The presentation is direct and clear, 
there is good blending of illustration with 
discussion. Its more than 150 pages ot 
well selected problems are designed for 
students and not for practicing account- 
ants. Except for matters of arrangement 
and general presentation it leaves no im 
pression of having been written to publi 
cize any personal ideas of the authors. 

Yet this kook makes excellent reading 
tor the man in accounting. For 
such a man, with constant pressure upon 
his time, needs to follow progress with a 
minimum of reading. The authors set 
forth new developments in accounting to 
a greater extent than is done in a num- 
ber of works of this sort. Thus, for ex- 
ample, they summarize thinking growing 
out of the research and publications of the 
American Institute of Accountants. Like 
wise, attitudes fostered by the American 
Accounting Association are considered. 
Concepts arising out of experience gained 
through inquiries and opinions of the Se 
curities and Exchange Commission are re 
flected in the treatment of various topics. 
Moreover, the influence of federal income 
tax administration is embodied in the vol 


career 


ume. 

Topics include those usually found in a 
college textbook written for students of 
accounting above the elementary level. 
Assets subject to depreciation, depletion, 
use, or sale in the regular course of op 
erations are grouped together under the 
heading, ‘Matching Costs and Revenue.’ 
By this grouping valuation of such assets 
is realistically pointed up as a problem of 
income determination. 

Other assets are handled as resources. 
Accounting for obligations and net worth 
is explained, by and large, according to 
the usual sequence of presentation. 

Excellent arrangements of material 
have been accomplished in the last three 
chapters, which deal with accounting for 
domestic and foreign branches, sales on 
consignments and installments, and with 
fiduciary accounting. This last topic 1s 
given an extremely abbreviated treatment, 
which somewhat overshadows the excel- 
lence of arrangement. 

In leaning to the theoretical rather than 
the practical aspects of accounting it has 
been possible to include much of the 
newest thinking. On the other hand, the 
theoretical bent of the treatment may have 





caused the authors to admit a statement 
such as ‘budgetary technique starts with 
an actual balance sheet at the beginning 
of a budgetary period and then computes 
an estimated balance sheet at the end of 
the period—"’ (p. 427). One familiar with 
actual preparation of budgets realizes the 
need for preparing them before the period 
starts and therefore knows that ideally 
one would be compelled to use an esti- 
mated balance sheet for the beginning of 
the period. Any starting with an actual 
balance sheet becomes a secondary adapta- 
tion in budgetary procedure, especially ap 
plicable if the preparation of the budget 
is behind schedule. The theoretical lean 
ing might also explain why the voucher 
check system described by the authors 
(pp. 14 ff.) is less simple and ethcient 
than some others in effect. 

It is important to realize, however, that 
any such faults are far outweighed by the 
general excellence of the book. 


Institute Members Active 
in Newspaper Controllers 


Members of the Controllers Institute 
of America figured prominently at the 
second annual meeting of the Institute of 
Newspaper Controllers and Finance Of- 
ficers, held September 18-21 in Milwau- 
kee, Wisc. 

Thomas F. Mowle, Controller, The 
Wall Street Journal, New York, who 
served as chairman of the Program Com- 
mittee, was elected 2nd vice president of 
the organization. 

Serving with Mr. Mowle on the Pro 
gram Committee were Controllers In- 
stitute members R. A. Kortmann, Con- 
troller, St. Paul Dispatch-Pioneer Press, 
St. Paul, Minn.; Donald Miller, Secretary, 
Call-Chronicle, Allentown, Pa.; Gordon 
A. O'Brien, Controller, Worcester Tele- 
gram, Worcester, Mass.; and Harry Wien- 
stock, Auditor, The Neu York Times, 
New York. 

Mr. Kortmann and Mr. Miller served 
as session chairmen, as did W. Raymond 
Hays, Auditor, Courier-Journal and Louss 
ville Times, Louisville, Ky.; Carl T. 
Koester, Controller, Des Momes Registey 
and Tribune, Des Moines, Ia.; and C. 
Arthur Weis, Auditor, S$. Louis Globe 
Democrat, St. Louis, Mo., while Mr 
Weinstock participated in a panel dis 
cussion in which Dell Statford, Controller, 
St. Louis Post Dispatch, also took part. 

Mr. Statford and Mr. Kortmann were 
also members of the Reception Commit- 
tee, as was John T. Kolley, Treasurer, 
Chicago Herald-American. 

Other officers elected with Mr. Mowle 
at the meeting were: president, H. B. 
Crump, The Banner, Nashville, Tenn. ; 
vice president, Clark A. Renwick. Free 
Press, Detroit, Mich.; secretary, Charles 
F. Eberly, Beacon Journal, Akron, O.; 
treasurer, William J. Hempstead, Jerse) 
Journal, Jersey City, N. J. 
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Condensed Statement of Condition, September 30, 1919 


RESOURCES 


Cash on Hand, in Federal Reserve 
Due from Banks and Bankers . 

U. S. Government Obligations 

Loans and Bills Purchased 

Public Securities aa 

Stock of Federal “we pserve Bank 

Other Securities and Obligations . 

Credits Granted on Acceptances .« 

Accrued Interest and Accounts 
Receivable. . 

Real Estate Bonds and Sinise s 


Bank Premises 
Other Real Estate 


Total Resources 


Bank, 


and 


- $ 581,726,047.22 
1,102,405,250.90 
956,427,339.70 


68,482,159.51 
9,000,000.00 
7,214,957.10 
8,428,729.88 


8,161,870.59 
2,.936,827.13 


104,224,544.21 
5,043,563.00 

. 36,012.78 
- $2,749,862,757.81 


ITIES 


LIABILITIE! 


Capital eo jw af 
Surplus Fund os 
Undivided Profits. 
Total Capital Funds 
Deposits 
Treasurer’s C Sed ie Ciedlin:. 
Total Deposits . . .. . 
Acceptances. -$ 
Less: Own Acce one es We Id ten 
Investment e) 


$2, 


3 
Dividend Payable October 1, 1949 
Items in Transit with ati 
Branches 
Accounts Siete " Re sserve om 
Expenses, Taxes, ete. 


Total Liabilities 


Securities carried at $1¢ 
fiduciary powers, to secu 


100,000,000.00 
200,000,000.00 
71,661,565.29 


- 
280,7 19,7 16. 78 
34,532,851.79 
13,248,391.01 
4,440,167.96 
8,808,223.05 
3,000,000.00 
389,188.09 


50,751,182.81 


371,661,565.29 


2,315,252,598.57 


62,948,593.95 
- $2,749,862,757.81 
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Distribution Costs 


because of the failure to develop carefully 
and properly the chart of accounts. Devel 
oping a chart of accounts is really a job 
that requires the skill of an architect, the 
thought of a scientist, and the perspec- 
tive of an artist. There are so many factors 
and so many problems which need special 
attention 
Here are a 
helpful 


few rules which might be 


1. The chart of accounts must be as 
simple as possible and the whole ar- 
rangement and numbering of accounts 


should be on a simple and direct basis 
to avoid complications and to make it 
an easy matter to use and to remember 
the accounts. 

2. The chart of accounts should be 
complete enough to provide the detail 
which may be required by products, by 
outlet, by territory, by sales, by depart- 
ment, by supervision, as required. It 
should show also as necessary the iden- 
tification of the various classes of ex- 
penses and costs. 

3. There should be controlling ac- 
counts into which the total of the de- 
tail will be accumulated so that the need 
for detailed distribution costs will not 
delay the closing of the books for bal- 
ance sheet and profit and loss purposes. 

4. There must be a carefully designed 


YOUR FINAL AUTHORITY ON 1949 TAXES 
« New « Complete * Important * 
Montgomery's 1949-50 FEDERAL TAXES 

CORPORATIONS and PARTNERSHIPS 


\ concise and complete summation of the full range 


of corporate tax laws—to alert you to all changes that 


have taken place during the year and kee p you abreast 


of the law as it stands today, 


Here 


is a sequence of essential tax material, easy 


to use and accurate in application, presented as you 


need it: 


code; regulations; amending revenue acts; 


citations; analyses; recommendations. A complete cor- 


porate “tax library” 


in two handy volumes. $20.00 


ESTATES, TRUSTS and GIFTS 


For all those concerned with estate planning and 


procedure, in any form, under any series of circum 


stances, 


regulations of the 


This volume “spotlights” the effects of the 


1948 Revenue Act on the specific 


estate situation; shows what to do, when to do it, and 


how to do it. 


reference of estate 


An immediate and constant year-round 


$12.50 


taxation in one volume 
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classification and identification of ex- 
penses to provide the data necessary for 
control over operating costs. 

5. Care should be given in the devel- 
opment of the chart of accounts so that 
it will accumulate information with a 
minimum of paper work. Too often this 
principle is overlooked and complica- 
tions magnify. 

6. The chart of accounts should be so 
developed as to permit the preparation 
of reports directly and without too 
much special tabulation of information. 

7. The chart of accounts should be so 
developed so as to facilitate the alloca- 
tion of general administrative and sell- 
ing expenses to the detailed accounts by 
products and other classifications. 


It is in the field of expense allocations 
where many errors are made—errors in 
judgment, errors in understanding the re- 
quirements for allocation, and errors of 
delay in getting information which would 
justify the proper allocation. 

There must be established bases for ac- 
cumulating direct and indirect sales and 
distribution expenses and administrative 
expenses. Time reports, travelling expense 
reports, and related reports supplying ac 
counting and cost information provide the 
means of doing this. The bases of alloca- 
tion for indirect and overhead costs may 
be determined through the use of time re- 
ports, the tabulation of data from time 
reports, and the analysis of staff time; 
through sending out questionnaires to get 
needed information; through sampling 
the work in the various departments and 
offices to establish an outside viewpoint 
on the justification for various costs and 
their proper allocation; and through 
establishing ratios which will reflect the 
justification for costs for various classifi- 
cation of products, outlets, territories, and 
salesmen. 

In closing, I would like to present 
some conclusions which I believe are im- 
portant from the standpoint of distribu- 
tion costs. These may be summarized, 
rather briefly perhaps, with these com- 
ments: 

1. Distribution necessary 
necessary to good management, 
necessary to good general management, 
and necessary as a basis for decisions on 
policy to govern both manufactusing and 
selling. 

2. Techniques for the development of 
sales and distribution costs are available. 
They are well developed; many of the 
techniques used for manufacturing costs 
can be applied in the field of distribution 
costs. 

3. The principal difficulty in obtaining 
distribution costs is that the application 
of methods has been limited. Manage- 
ments have not given attention to this 
type of cost as a means for improving the 
effectiveness of their companies in doing 
business. 

i. The next few years will see a wide- 


costs are 
sales 





spread development and application of 
the principles and techniques of distribu- 
tion cost accounting in industry. 

5. Greater attention must be given to 
the chart of accounts as a basis for distri- 
bution cost acounting as well as a source 
of the information necessary in sales su- 
pervision. 

6. Departmentalization of the sales 
and distribution organization is necessary 
from the standpoint of supervision and 
effective direction and from the stand- 
point of good accounting and good costs. 

7. It is essential that any allocation of 
indirect and overhead costs must be care- 
fully done, based upon reasonable as- 
sumptions and investigations. Any failure 
to do this will cause management to lose 
confidence in the distribution costs pro- 
vided. 

8. There should be distribution costs 
by products which will make it possible to 
gZive attention to the various products or 
product lines from the standpoint of the 
portion of the gross margin necess y to 
move the goods. 

9. There must be distribution costs by 
channels of trade and by outlets which 
will permit an appraisal of the method 
of distribution and cause a search to see 
whether other and less costly avenues are 
available. 

10. There must be profit and loss pro- 
vided by products and by channels of 
trade, and the distribution cost informa 
tion should be so accumulated that such 
statements can readily be prepared. 

Good management, effective manage- 
ment, intelligent management will call 
more and more for reliable distribution 
costs. 


U. S. Taxation Nears 
Britain’s, Says Bank 


We are rapidly catching up with Great 
Britain, whose taxes now absorb around 
10 per cent of her national income, says 
The First National Bank of Boston. 

‘Great Britain,’ it observes, “‘now 
faces an acute crisis, despite the substantial 
aid that has been provided by the U. S. 
since the close of the war. 

“In the event that our country should 
find itself in a similar position, no out 
side help would be forthcoming,” the 
bank points out, and warns: 

“Should the United States go beyond 
the danger point, then this country would 
go down and drag the rest of the free 
world with it. We then would likely have 
One World dominated by Communists.’ 
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A little fire can ruin a big business. If your records 
go up, you’re in trouble—4 out of 10 firms never reopen 
after losing their records by fire! 


Keep your records in a safe—But— 
CAN YOU DEPEND ON YOUR SAFE? 


NO... if it is a refinished used safe that may have 
been in a previous fire or burglary. 
NO... if it was built before 1917. 


NO... if it does not carry the label of the inde- 
pendent Underwriters’ Laboratories, Inc. 


YES... if it is a new Mosler. Mosler safes carry the 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


WILFRED H. SIGERSON ({41-1932) 
has joined the Programs and Finance Di- 
vision, Bureau of Reclamation, U. S. De- 
partment of the Interior. Mr. Sigerson 
served as chairman of the Institute’s na- 
tional Admissions Committee 1940-43. 


GEORGE A. SCHWANINGER ($1514- 
1939) has retired from Mergenthaler 
Linotype Co., Brooklyn, N. Y., where he 
held the title of Treasurer. Mr. Schwan- 
inger joined the company in 1925, was 
made Treasurer in 1936. Previously he 
served with the Barrett Company and 
with Robert H. Ingersoll & Brother, New 
York. 


RussELt M. RiGGIns ($107-1932) has 
become a partner in the firm of Arthur 
Young & Company and will be in charge 
of their new office in Houston. Mr. Rig- 
gins is also a member of the Advisory 


Panel of the Army Comptroller [see THE 
CONTROLLER, July, Page 330}. 


JoHN A. DONALDSON ($309-1934), 
formerly Financial Vice President, Treas- 
urer, and a Director of Butler Brothers, 

Chicago, has 
joined Bigelow- 
Sanford Carpet 
Co., Inc., New 
York, as Vice 
President for Fi- 
nance. 
Mr. 
son, 
been 
Butler 
since 


Donald- 
who had 
with the 

company 

1940, 1s 
succeeded as 
Treasurer by JOHN H. SCHWARTEN 
(£4307-1948), formerly Controller. Mr. 
Schwarten has served the company in vari- 
ous capacities in the financial division for 
neatly 15 years. Before joining Butler 
Brothers he was with the Studebaker Cor- 
poration and with Allied Chemical and 
Die Corporation 

Mr. Donaldson has served the Control 
lers Institute as national president, na- 
tional director, chairman of the national 
Planning Committe: 
the Chicago Control 
Controllership Foundation trustee 


J. A. DONALDSUN 


and as president of 
He ts currently a 


THE CONTROLLER. . 


THEODORE ROTHMAN (895-1937) 
is now a partner in the firm of Rothman, 
Flambert & Co., Los Angeles. Mr. Roth- 
man was formerly Vice President of Pig’n 
Whistle Corporation. 


F. H. KENWORTHY (1059-1937), 
after nearly 48 years of service with the 
Bell Telephone System, has retired as 
Vice President and Comptroller of the 
four Chesapeake and Potomac Telephone 
Companies operating in Washington, 
Maryland, Virginia, and West Virginia. 

Mr. Kenworthy began his telephone ca- 
reer in 1901 as a bookkeeper with the 
New York Telephone Company. Serving 
with the Bell Telephone Company of 
Pennsylvania and the American Telephone 
& Telegraph Company, he was transferred 
to the Chesapeake and Potomac Telephone 
Company of Baltimore in 1912. In 1930 
he was appointed Assistant General Audi- 
tor of the C. and P. group of companies, 
in 1935 became General Auditor. His elec- 
tion as Vice President and Comptroller 
took place in 1944. 


WALTER M. REYNOLDS (1051-1937) 
of Dearborn, Mich., has been elected 
Secretary of the Morse Chain Com- 
pany, a division of Borg-Warner Corpo- 
ration. Mr. Reynolds will continue in his 
capacity as Controller of the division 
which operates plants in Detroit, Ithaca, 
N. Y., and England. 


KENNETH W. LAMPREY ($3313- 
1945), formerly Assistant Treasurer of 
United Farmers of New York, Inc., has 
joined the National Cranberry Association 
of Winchester, Mass. 


Harry B. DRENNAN has been ap- 
pointed Assistant Controller of Henke & 
Pillot, Inc., Houston. Mr. Drennan 
(#2816-1943) formerly served The Su- 
perior Oil Co., Houston, in the same ¢a- 
pacity. 


T. G. HAMMOND (44348-1948), for- 
merly Controller of Great Lakes Carbon 
Corp., New York, has become Assistant 
to the Vice President in charge of manu- 
facturing at Monroe Mills, Monroeville, 
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RoperT A. SEMEL ($1719-1940), 
Vice President and Controller of W. T. 
Grant Co., New York, has resigned ef- 
fective October 1 to join the RCA Victor 
division of Radio Corporation of America 
as Vice President in charge of distribu- 
tion, with headquarters in Camden, N. J. 
He is cae as Controller by M. F. 
Ketz, who has been associated with the 
Grant Company since 1928. 


T. A. McCosKER ($3489-1945) was 
appointed Controller, later elected Treas- 
urer and Director of Reliance Homes, 
Inc., Lester, Pa. Mr. McCosker was pre- 
viously Treasurer and Controller of Wil- 
liam H. Harman Corporation, Wilming- 
ton, Del. 


HERBERT P. BueTOW, Treasurer of 
Minnesota Mining & Manufacturing Co., 
St. Paul, has been named Executive Vice 
President for Fi- 
nance. Mr. Bue- 
tow °(27 20- 
1936), who 
served as chair- 
man of the in- 
dustrial relations 
panel session at 
the recent 18th 
Annual Meeting 
of the Control- 
lers Institute of 
America in San 
Francisco, is a past national director and 
vice president of the Institute, chairman 
of the national Committee on Technical 
Information and Research, as well as past 
president of the Twin Cities Control. 
Currently he is serving as a Controller- 
ship Foundation trustee. 


H. P. BUETOW 


CLARE F. HEARNE ($4091-1947), 
former Secretary and Controller of Michi- 
gan Sugar Company, Saginaw, Mich., has 
been made Vice President and Controller 
as well as member of the Board of Di- 
rectors. Mr. Hearn joined the company in 
1935 as company auditor, becoming Sec- 
retary and Controller five years later. 


GEORGE A. PEACHMAN ($2477-1943), 
Comptroller of the California Bank, Los 
Angeles, recently observed his 30th an- 
niversary of service with the company. A 
native of Cleveland, Mr. Peachman en- 
tered banking in 1911 with the Cleveland 
Trust Company, joining California Bank's 
staff as Auditor in 1917. He was elected 
Comptroller in 1944. 


JOHN L. AUCH ($2062-1941) recently 
resigned as Vice President of Pittsburgh 
Consolidation Coal Co., Pittsburgh, Pa., 
to become Vice President of the Great 
Lakes Pipe Line Company, Kansas City, 
Mo. Mr. Auch served as chairman of the 
Mining and Extractive Industry Confer- 
ence at the 1948 Annual Meeting of the 
Controllers Institute. 





A. J. FOURNIER ($2624-1943), for- 
merly with Peat, Marwick, Mitchell & 
Co., Newark, N. J., has joined Standard 
Toll & Manufac- 
turing Company, 
Arlington, N. J., 
as Assistant to 
the President. 
Mr. Fournier, a 
director of the 
Newark Control 
of the Control- 
lers Institute of 
America, has au- 
thored several 
articles in THE 
CONTROLLER, the most recent being 
“Current Review of Federal Taxes for 
Controllers,’ which appeared in July 
1947. 


A. J. FOURNIER 


RICHARD E. VocT ts now Vice Presi- 
dent and Treasurer of Milwaukee Boston 
Store Co. Mr. Vogt (#758-1936), who 
was formerly Controller, served as presi- 
dent of the Milwaukee Control of the 
Controllers Institute of America 1942-43. 


Cart DauTEL (3270-1945), for- 
merly Assistant Treasurer of The Cleve- 
land Graphite Bronze Company, has been 
named Comptroller of Monmouth Prod- 
ucts Bivision of the company, Cleveland. 


BEN O. HARMON (4066-1948) has 
transferred to the Nashville office of 
Southern Bell Telephone & Telegraph 
Company from the Columbia, S. C., office. 
Previously Mr. Harmon was with the 
Louisville office. 
for- 


Anderson 


A. E. AHLBERG 
merly Control- 
ler, has been 
named Secretary 
of North West- 
ern Hanna Fuel 
Company, St. 
Paul, Minn. Mr. 
Ahlberg is im- 
mediate past 
president of the 
Twin Cities 
Control of the 
Controllers In- 
stitute of America. 


(£866-1936), 


A. E. AHLBERG 


Murray MATHEWS ($582-1935), 
who previously held the title of Auditor. 
is now Controller of Del Monte Proper- 
ties Company, Del Monte, ¢ alif. 


GrEorGE V. FORTUNE ($2552-1943) 
recently addressed the Institute for Ad- 
vanced Agency Management on the sub- 
ject of “Work Simplification.” The con- 
ference included a four-day session at the 
University of Connecticut School of Busi- 
ness Administration sponsored by the 
Connecticut Association of Insurance 
Agents and the National Association of 
Insurance Agents. Mr. Fortune's article, 
“Uniformity of Accounts as an Aid to 


std ba Sc AMR OIREAEE 


wie the Stand 
of Lower 


How efficient do you consider 

your present method of figure work 
production? The new FRIDEN 

will LOWER YOUR COSTS... 
setting a new standard of answer 
production through its smproved 
fully automatic operation. 

Call your local Friden Representative. 
Ask for a comparative study 

of figure costs on your own work. 
Learn how much you can save, 
thanks to the ultra-matic performance 
of the new FRIDEN. This money- 
saving demonstration is yours 


for the asking — without obligation. 


Friden Mechanical and Instructional Service is avail- 
able in approximately 250 Company Controlled Sales 


Agencies throughout the United States and Canada. 


FRI DE a CALCULATING MACHINE 


HOME OFFICE AND PLANT SAN 


co., INC. 


LEANDRO, CALIFORNIA 
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PENSIONS! 





PENSIONS! 


Never has there been a time when 
EMPLOYEE BENEFITAND PEN- 
SION PLANS have occupied such a 
vitally important position in our eco- 
nomic structure as they do today. 


For new plans or revision of old plans 
consult 


PENSION CORPORATION OF AMERICA 


20 PINE STREET. NEW YORK 5,N.Y. 


PENSIONS ! 








Budgetary Forecasting,” appeared in the 
September issue of THE CONTROLLER. 


Fifteen members of the Controllers In- 
stitute of America were elected to offices 
in the National Association of Cost Ac- 
countants as its recent annual conference 
in Chicago. They include LoGAN Mon- 
ROE, Controller of Eaton Mfg. Co., Cleve- 
land, who was elected president, and the 
following vice presidents 


CARBON INTERLEAVED 


CHARLES R. ISRAEL, Treasurer and 
Business Manager of Aero Mayflower 
Transit Co., Indianapolis. 

NELSON L. McCuLty, Controller of 
Bauer & Black Div., Kendall Co., Chi- 
cago. 

MAyYBEN P. Newsy, Auditor of Skelly 
Oil Co., Kansas City, Mo. 

CLAUDE O. RAINEY, Secretary-Treas- 
urer of Morrison Steel Products, Inc., 


Buffalo, N.Y. 


MULTIPLE 


Business Founs 
ANY SIZE ¢ ANY COMBINATION 


Multiple business forms simplify paper work . . 


. minimize errors 


DUNCAN D. RICHARDSON, Vice Presi- 
dent of Monroe Calculating Machine Co., 
Inc., Orange, N. J. 

Elected N.A.C.A. 
were: 

WILLIAM T. BRUNOT, Controller of 
Reynolds Metals Co., Richmond, Va. 

JAMES E. CALDWELL, Assistant Comp- 
troller of The Goodyear Tire & Rubber 
Co., Akron, O. 

GEORGE T. EWELL, Secretary-Treasurer 
of Planters Mfg. Co., Inc., Portsmouth, 
Va. 

Myron W. KRUEGER, Treasurer of 
Raymond Concrete Pile Co., New York 

EUGENE R. ONG, Secretary and Treas- 
urer of Buescher Band Instrument Co., 
Elkhart, Ind. 

RUDOLPH W. SANDBURG, Controller of 
The Andrew Jergens Co., Cincinnati. 

GEORGE W. SCHWARZ, Vice President- 
Controller of Wyandotte Chemicals Corp., 
Wyandotte, Mich. 

RAYMOND H. Spear, Controller of 
Gunderson Bros. Engineering Corp., Port- 
land, Ore. 

J. KieRNAN WHITE, Assistant Secre- 
tary-Treasurer of The Murray Co. of 
Texas, Dallas. 


national directors 


Others elected to N.A.C.A. offices at 
the same time include the following three 
vice presidents: 

Juttus E. JOHNSON, Works Account- 
ant of The Youngstown Sheet & Tube 
Co., Youngstown, O. 

JOHN J. LANG, Certified Public Ac- 
countant, St. Louis, Mo. 


. .. speed clerical output with much less handling. 

You can include many operations in one original typing with a 
carbon interleaved business form. We combine any and all types 
of forms—small and large; snap, strip, spot and interleaved car- 
bon; die cutting, business machine, etc. Our specialty is the diffi- 
cult. We do a fine printing job, in perfect register. 

Let us quote on your next business form job whether it be letter- 
press or offset. Our prices are surprisingly low, our service fast. 
Call or write today! 


FEDERAL 


business Prowucrs, me. 





We have a few territories open for repre- 
sentatives. If interested, please contact us. 


. PRINTERS OF BUSINESS FORMS SINCE 1926 


90 GOLD ST. > N. Y. 7 * CO 7-8850 





CHARLES H. Towns, Partner in 
Loomis, Suffern & Fernald, New York. 


Other directors named include: 

GRANVILLE F. ATKINSON, Assistant 
Secretary-Treasurer of The Crosse & 
Blackwell Co., Baltimore, Md. 

Ropert E. Dersy, Pacific Area Man- 
ager of The Monarch Marking System 
Co., Los Angeles, Calif. 

MarviIN A. HELLRUNG, Comptroller 
of Glass Container Div., Owens-Illinois 
Glass Co., Toledo, O. 

CLARENCE M. JESPERSON, Director of 
Committee for Industrial Development, 
Anniston, Ala. 

Guy S. KipwELL, Certified Public Ac- 
countant, Hagerstown, Md. 

JouNn D. Lewis, Secretary-Treasurer of 
Keith Simmons Co., Inc., Nashville, Tenn. 

ROWLAND H. Lutz, Assistant Control- 
ler of Columbus Coated Fabrics Corp., 
Columbus, O. 

ROBERT B. MartTIN, Treasurer of 
Kable News Co., Mount Morris, III. 

WILLARD H. Moyer, Secretary-Treas- 
urer of Bethlehem Foundry & Machine 
Co., Bethlehem, Pa. 

Nets C. NELSON, Partner in Peat, 
Marwick, Mitchell & Co., Chicago. 

R. ALLAN PARKER, Partner in Touche, 
Niven, Bailey & Smart, Dayton, O. 

HAROLD C. SHEETS, Partner in Crab- 
tree & Sheets, Harrisburg, Pa. 

C. THOMAS SPITZNAS, Partner in Root 
& Co., Erie, Pa. 


FRANK W. STANICH, Office Manager 
of Anaconda Wire & Cable Co., Muske- 
gon, Mich. 

RAYMOND D. STOWELL, Chief Ac- 
countant and General Manager of New 
System Laundry & Dry Cleaners, Rome, 
N.Y. 

RussELL W. VAN Horn, Assistant to 
Vice President and General Manager of 
J. Goldsmith & Sons Co., Memphis, 
Tenn. 





Obituary 





James A. Ryan, 60, former Vice Presi- 
dent and Controller of the Wesson Oil 
and Snowdrift Company, Inc., New Or- 
leans, died September 13 in St. Francis 
Hospital, the Bronx, New York, after a 
long illness. 

Mr. Ryan, who was a member of the 
Controllers Institute of America (£3447- 
1945) and prominent in the activities of 
the New Orleans Control until his retire- 
ment in 1948, started working as an ofhce 
boy for the Southern Cotton Oil Com 
pany in New York, where he was born, 
moving to New Orleans in 1925 when the 
company merged with the Wesson firm. 

He is survived by two sisters, Mrs. John 
E. Lyons and Mrs. Edward Flood, both of 
New York. 





New York, N. Y. 
Clarksburg, W. Va. 
St. Louis, Mo. 





ALEXANDER & ALEXANDER 


INCORPORATED 


INSURANCE BROKERS 
AVERAGE ADJUSTERS—CONSULTING ACTUARIES 


INSURANCE COUNSELLORS TO 
AMERICAN INDUSTRY 


Los Angeles, Calif. 
London, England 


Baltimore, Md. 
Tulsa, Okla. 
Chicago, Ill. 








Save time 
and money with 


PARSONS 
MECHANO FORM 


Most accounting and record-keeping jobs can 
be done better at low cost on these fine 
50% mew cotton fiber papers and cards 


There'll be no re-writing because of worn 
records if you use Parsons Mechano Form 
Can be erased readily with chemicals, rubber 
or scratcher, leaving a smooth surface the 
same color. There are seven colors in both 
sheets and cards so each class of record can 
by the color used. It takes a 
smudging. Ink 

It will stand 


be indicated 
with no 
fibers. 


clean, sharp entry 
will not run on the 
rigid in your files 


Mechano Form was engineered to the spect 
America’s leading manufacturers 
Its smooth, no 
makes 


cations of 
of bookkeeping equipment 
glare surface so easy on the eyes 


it ideal, as well, for hand posting. 

“How to Make Your Records Legible and Lasting 
This is the title of a free booklet that give 
the answers on papers for ac 

and record-keeping 

purposes. It tells what types 

of paper or card to use for 

various applications and gives 

valuable hints on 


counting 


still more 
saving time, effort and paper 


PPC 1949 
— — ——_— =< = 
Parsons Paver Company 
Department 58 

Hotyoke, Massachusetts A 
Please send me, free, without cost or obligation 
your booklet “How to Make Your Records Legible 
ind Lasting 


Name 


Organization 
or Company 


City or 
Town 
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Readers of the notices printed below are in 
dividually respon for determining the value 


of the person avatlable ov of the postition open 


Copy DEADLINE 


Tenth of month preceding publication 





Positions Wanted 


Controller—Executive Accountant 
Executive accountant presently em- 
ployed offers: twelve years of heavy in- 
dustrial and diversified experience in 
executive capacity, functioning as part 
of top management group, and five years 
of public accounting experience as super- 
vising Practical experience in- 
cludes executive committee functions, 
financial planning, salary administration 
and organization planning; development 
of manufacturing expansion, and cost re- 


senior 


duction programs; developing, analyzing 
and interpreting costs, budgets, inventory 
and cost control, all phases of general ac- 
counting, internal auditing, systems, pro- 
cedures, taxes, financial and cost reports. 


Certified Public Accountant. Age 45. 
Salary $15,000-$18,000. Address: Box 
763, THE CONTROLLER, One East Forty- 
Second Street, New York 17, N. Y. 


Standard Costs—Budgetary Control 


Institute member available—account- 
ant-industrial engineer with more than 
twenty years practical experience with 
standard costs, budgetary control—au- 
thor of technical bulletins, books, and 
contributor to the new Handbook on 
Cost Accounting Methods. More than 
ten years in controllership positions. Ad- 
dress: Box 948, THE CONTROLLER, One 
East Forty-Second Street, New York 17, 
N.Y 


Controller—Treasurer 
Executive Accountant 
A Controllers Institute member, pres- 
ently employed in East, desires to locate 
in South or West. Twenty years experi- 
ence in public utility accounting, with op- 
erating and holding companies. Thor- 
oughly qualified in general and corporate 
accounting, federal and state taxes, FPC 
and other regulatory commission reports, 
internal auditing, budgets, statistics, in- 
surance, personnel, office management 
and procedures, and reports for manage- 
ment. Also some utility operating experi- 
ence. College graduate. Married. Salary 
dependent upon location, responsibilities, 
and opportunity. Address: Box 962, THE 
CONTROLLER, One East Forty-Second 
Street, New York 17, N. Y. 





PHILADELPHIA e 





CHICAGO bd 


Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


Ford, Bacon & Vavis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 


LOS ANGELES 








Controller—Treasurer or Assistant 

For twenty years—with two substantial 
manufacturers—I have been assisting or 
tackling important important executive 
accounting problems—control, costs, and 
budgets (preparation, analysis, and inter- 
pretation), financial statements, auditing, 
taxes, and office management. I am in the 
market for a position now because my 
company has liquidated except as a sales 
agent. Controllers Institute member. Age 
16. Health excellent. Married. Locate any- 
where. Compensation desired—opportu- 
nity plus $7,500 up. If you desire, you 
can get in confidence a quick, complete, 
impartial investigation of former employ- 
ers and personal references through a well 
known independent personnel consulting 
organization. May I . considered if you 
need help to manage your executive ac- 
counting? Please write or telegraph. Ad- 
dress: Box 985, THE CONTROLLER, One 
East Forty-Second Street, New York 17, 
N. Y. 


Controller—Assistant Controller 

Institute member desires position as 
controller, assistant controller, or other 
financial officer. He is Profit Conscious. 
He is accustomed to increasing profits in 
manufacturing concerns by analysis of op- 
erations and development of financial 
controls, cost systems, procedures, effec- 
tive human relations, tax savings and bet- 
ter methods which give immediate data 
needed by executives responsible for 
sales, manufacturing and financial policy 
He is presently employed, college trained, 
iS years old, married and has three de- 
pendents. Address: Box 987, THE Con- 
TROLLER, One East Forty-Second Street. 
New York 17, N. Y. 


Controller—Administrator— 
Executive Assistant 

General accountant and executive as 
sistant, college graduate (B.B.A.), age 
13, offers twenty-two years of diversified 
experience in the industrial and manufac- 
turing fields, functioning on top manage- 
ment levels. Broad experience in general 
accounting, financial statements, budget- 
ing, internal auditing, credits and collec- 
tions, office management, statistics, pay- 
roll and taxes, material and production 
schedules and costs, inventory controls, 
office and factory forms, manuals of pro- 
cedure, Remington-Rand punched card 
tabulating systems, industrial relations, 
and insurance coverage. Address: Box 
989, THE CONTROLLER, One East Forty- 

Second Street, New York 17, N. Y. 


Controller—Treasurer—Assistant to 
the President 

A presently employed member of the 
Controllers Institute desires a new con- 
nection as controller, treasurer, or assist- 
ant to the president. Nineteen years of 
diversified experience in manufacturing, 
selling, and research organizations (in 





cluding foreign affiliates) and public ac- 
counting. Previously held positions as 
controller and business manager. Com- 
petent in general management, adminis- 
tration, production and purchase control, 
office management, personnel, cost  sys- 
tems, general and cost accounting, taxes, 
credit and collections, insurance, market 
and price analysis, internal systems and 
procedures. College education. Excellent 
personality and appearance. Age 38, mar- 
ried. Salary dependent upon  responsi- 
bilities and opportunity. Address: Box 
990, THE CONTROLLER, One East Forty- 
Second Street, New York 17, N. Y. 


Accountant—Special Work 
Wide experience since 1934 covering 
many lines of business, including seven 
years with two major public accounting 
firms. Rated top senior. CPA since 1938. 














FORGETTING 
MADE 
DIFFICULT 


Co forget the differ- 
ence between replace- 
ment and original cost 
in planning for the 
future, can be serious. 
An ever visible “Re- 
placement Reserve” 
maintained by apprais- 
al, makes forgetting 
more difficult. 


The AMERICAN 


APPRAISAL 
Company 


Over Fifty Years of Service 


OFFICES IN PRINCIPAL CITIES 






































rat rote hE GAR aE SEI 


Age 35. Highly adaptable. Currently em- 
ployed three days a week on_ flexible 
schedule (as controller of smaller cor- 
poration). Seek occasional work for re- 
maining time; or regular Saturday posi- 
tion. New York City-New Jersey area. 
$20 a day. Address: Box 991, THE CON- 
TROLLER, One East Forty-Second Street, 
New York 17, N. Y. 


Controller 

Institute member presently employed 
seeks position as controller, assistant con- 
troller, or other comparable position. 
Fourteen years of experience in manufac- 
turing accounting, of which five were as 
controller of company doing $20 million 
sales annually. Broad experience covering 
multi-plant operations, consolidated state- 
ments, standard costs, budgets, taxes, and 
modern machine accounting methods 
University graduate in accounting, age 
35, married, two children. Address: Box 
992, THE CONTROLLER, One East Forty- 
Second Street, New York 17, N. Y. 


Controller or Division-Factory 
Controller 

Controller of medium-sized manufac- 
turing company with several plants inter- 
ested in making change to progressive 
manufacturing company. Experience in- 
cludes fourteen years of top level indus 
trial accounting in the electrical, electron- 
ics, and process manufacturing fields, and 
public accounting. Thorough knowledge 
of standard costs, operating budgets and 
forecasts, auditing, systems and proce- 
dures, production and inventory control, 
and industrial engineering. Age 43, mar- 
ried, graduate accounting college. Mem- 
ber of Controllers Institute. Address: Box 
993, THE CONTROLLER, One East Forty 
Second Street, New York 17, N.Y. ~ 


Controller—Treasurer 


Interested particularly in making con- 
nection with company encountering finan- 
cial dithculties, where past experience can 
best be utilized. Can offer the experience 
of several major reorganizations and cost 
reduction programs. Have negotiated loans 
with banks for interim financing, pre 
pared SEC registration, and handled cred- 
tors agreements. Have developed cost 
and operating controls resulting in addi- 
tional profits and more liquid working 
capital. Institute member—now employed. 
Address: Box 994, THE CONTROLLER, 
One East Forty-Second Street, New York 
17 N: ¥. 


Assistant Controller 
Budget Director and Analyst 


Fifteen years broad accounting expert 
ence with manufacturing concern that 
would prove valuable as assistant to any 
controller. Competent to analyze and in 
terpret financial statements. Have installed 
systems, including costs and IBM equip- 
ment. Capable of directing and supervis- 





Complements 


Waren you come right 
down to it, there is only one 
difference between an un- 
biased survey of your insur- 
ance affairs and an audit of 
your accounts. Both are pre- 
cautionary measures and 
both are concerned with 
your financial position. 
However, the audit estab- 
lishes your financial position 
as is, whereas an insurance 
survey determines what it 
may be if your assets or earn- 
ing capacity are destroyed or 
injured by casualties. One 


complements the other. 


JOHN R. BLADES 


Insurance Adviser 
744 Broad St., Newark, WN. J. 


Established 1926 
NO INSURANCE SOLD 














ing large personnel to obtain results eth 
ciently. College graduate, now employed, 
but is available immediately. Will relo- 
cate anywhere. Address: Box 995, THI 
CONTROLLER, One East Forty-Second 
Street, New York 17, N. Y. 


Taxes—Auditing—Financial Analysis 

AB, MBA, Wharton, University of 
Pennsylvania, eight years accounting, 
four public. Senior public accountant, 
34, married. Varied experience tax re 
search, accounting procedures, financial 
analysis, report writing, budgeting, gen- 
eral accounting, including public utili- 
ties. Nationally known attorney says, 
His skill and ability are unsurpassed, 
in my opinion, by anyone near his age. 
Address: Box 996, THE CONTROLLER, 
One East Forty-Second Street, New 
York 17, N. Y. 








New Memphis Control 
Receives Charter 


Formal presentation of the charter of 
the new Memphis Control of the Con- 
trollers Institute of America was made at 
the inaugural meeting of the Control on 
September 14 at the Peabody Hotel, 
Memphis 

Presented by Christian E. Jarchow, 
Vice President and Comptroller of Inter- 
national Harvester Company, (¢ hicago, in 


his capacity as chairman of the board of 
directors of the Institute, the charter was THE NEW CHARTER is presented to Emmett J. House, Vice President and 


received on behalf of the local Control by Comptroller of Union Planters National Bank & Trust Co., for the Memphis Con- 
Emmett J. House, Vice President and trol, by Christian E. Jarchow, Vice President and Comptroller of International 
Comptroller of Union Planters National Harvester Company, Chicago, serving as chairman of the board of directors of 
Bank & Trust Co., who is serving as the the Controllers Institute, as Harry F. Harrington, Vice President of The Boatmen’s 
. — S president National Bank of St. Louis, then regional vice president of the Institute, looks on. 
i Other officers elected bares _ pai Photographed (left to right) are: J. H. Worman, Secretary-Treasurer of E. L. 

dent, Charles A. Harrelson, Secretary- 
cctciee a haath hie secretary-treas- Bruce Company; H. W. New, Secretary-Treasurer of Stratton-Warren Hardware 
uer, Ray A. Likley, Comptroller of Frue- Company; George W. Beggs, Auditor-Assistant Secretary of Anderson Tully 
hauf-Carter Division of Fruehauf Trailer Company; Theodore Herz, representing District of Columbia Control; Robert E. 
Company; directors, Louis G. Ost, Secre- Brake, Assistant Secretary-Assistant Treasurer of Memphis Street Railway Com- 
tary-Treasurer of Layne & Bowler Com- pany; Ray A. Likley, Comptroller of Fruehauf-Carter Division of Fruehauf Trailer 
pany, Inc., and H. L. Scott, Cashier of Co.; E. W. Bourke, Assistant Vice President of American Snuff Company; Mr. 
First National Bank House; Mr. Jarchow; Mr. Harrington; H. L. Scott, Cashier of First National Bank; 
Also representing the Institute, with J. D. Fletcher, Controller of The HumKo Company; Ben O. Harmon, Auditor of 
a puesta rf a ee Southern Bell Telephone & Telegraph Company; Charles A. Harrelson, Secre- 
tary-Treasurer of Plough, Inc.; W. S. Jackson, Auditor of Union Planters Na- 


tional Bank of St. Louis, who held the : : 
office of vice president of the Institute's tional Bank & Trust Co.; Louis G. Ost, Secretary-Treasurer of Layne & Bowler, 


mid-west central region. Inc. 





Eighth Annual Tax Institute 


—_ = E 
| to be Held This Month 
More than 400 tax accountants and 


attorneys from throughout the nation 
Your firm will find the broad experience and are expected to attend New York Uni 
versity'’s eighth annual Institute on Fed 
eral Taxation which will be held at the 
impartial counsel of Marsh & MfLennan Barbizon-Plaza Hotel in New York, 
November 9-18. 
: ; wees Also slated to participate are 154 lec 
of extraordinary value in the designing and turers from 18 states and the District of 
i Columbia. 














operation of a successful retirement plan. 


Marsu & McLENNAN 


INCORPORATEO 





Insurance Brokers 
CONSULTING ACTUARIES 
AVERAGE ADJUSTERS 











Boston 
t. Paul Duluth 
land Buffale 


Montreai Havana London 











“Have you something that isn’t so 
obvious in an expense account?” 










































































The lines are out for general managers 


ALL KINDS of attractive bait these 
days can hook a General Manager 
on inventory 

If he slices inventory too thin, he 
loses orders. If he fattens it up, fall- 
ing prices and carrying charges 
may burn up capital. 

But he needn't be hooked. Sim- 
ple McBee Keysort cards report 
daily at less cost than any other 
method .. 

7, What is and isn’t being sold. 

2. What is on hand...and how 


long it’s been there. 


3. What must be bought or made 
..and wher 

Sales planning is easier because 
McBee Keysort permits coordina- 
tion of orders and sales pressure 
with inventory 

Production planning is tighter 
because McBee Keysort permits 
current adjustment of material 
purchases, manpower and machine 
requirements 
risks ata minimum 


keeping inventory 
while allow- 
ing for promised deliveries 


The Most Dangerous Asset on 


any balance sheet is inventory. It’s 
the asset that’s just too risky to 
handle without accurate facts at 
immediate command. 

McBee provides a// those inven- 
tory facts with simple, inexpensive, 
flexible machines and methods that 
every kind of executive is using to 
save time, money, work and worry. 

That's why McBee sales have 
multiplied sixfold in just a few 
short vcars 

There’s a McBee man near you. 
Ask him to drop in. Or write us 
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collect a wealth of data. . 





This is the magic McBee Keysort card. 


With your present personnel, without costly in- 
stallations, McBee Keysort provides you with 
accurate and useful management controls at less 
cost than any other system. When notched, the 
pre-coded holes along the edges make this card 
mechanically articulate. They make it easy to 
. classify it... file it 
... find it... use it... quickly and accurately. 


The McBee Company, Ltd 


THE MeBEE COMPANY 


Sole Manufacturer of Keysort—The Marginally Punched Card 
295 Madison Avenuc, New York 17, N. Y. Offices in principal cities 
410 Spadina Ave.. Toronto 2B, Ont., Canada 
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HELP WHEN YOU NEED IT... 


INVENTORIE 


TABULATING...1n any emergency, you can 
count on STATISTICAL to take care of your 
tabulating requirements. Remember. STATISTI 
CAL operates the largest independent: punched- 
card tabulating service in the country and has the 
skilled personnel to serve you quickly and eco- 


nomically. 


CALCULATING...STATISTICAL’S facili- 
ties for calculating provide the answer to the 
problems created by peak loads at inventory time. 
No personnel to hire and train, no equipment to 
buy—when you turn the job over to this ex- 


perienced organization, 


Cal) — 


soe 


deta ;, 


Ijping Markel Research Tabulations 


(In Your Office or Ours) 


STATISTICAL TABULATING COMPANY 


Established 1933 ° M. R. Notaro, President 


te \crom | 


53 West Jackson Blvd. 
Phone HA. 7-2700 


NEW YORK. 4 
50 Broadway 
Phone WH. 3-8383 


ST. LOUIS 1 
Arcade Building 
Phone CH. 5284 





